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COMPLAINT (Filed April 27, 1973) 

United States District Court 
Southern District of New York 


Samuel Parkinson, as custodian for : 

Andrew Parkinson, Jonathan Staebler 

and Peter B. Mygatt, : Class Action 

Complaint 

Plaintiffs : 


-against- 

April Industries, Inc., Arthur Feder, 
Alex M. Parker, Morris Darnel, 

Nathan Aptekar and Stanley W. Silver, 


Plaintiff Demands 
Trial by Jury 



Defendants 


x 



e , ^, 

Plaintiffs allege on information and belief (except as 


to KH 1, 2 and 4, which are alleged upon knowledge): 

Jurisdiction 

1. This action arises under § 10(b) of the Securities 
Exchange Act of 1934, as amended, and Rule 10b-5 thereunder. 


Jurisdiction is invoked by virtue of §27 of said Act. 

Class Action Allegations 


i 


2. (a) Plaintiffs bring this action on their own 

behalf and in a representative capacity on behalf of other 
persons similarly situated, namely, all persons who purchased 
securities of April Industries, Inc. ("April") between June 1, j 
1972 and December 1.8, 1972. 

< 

I 

(b) The members of the class are so numerous that j 
joinder of all of them is Impractical; in excess of 500 persons j 
were purchasers of April stock during the period in question. 

(c) Common questions of law and fact are involved ; 

* , , i 

in this action. The common questions of fact include whether 

defendants artificially inflated the earnings and propects of 

. pril and, by the us * oi false and misleading statemants, 
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manipulated the market price of April. Common nuestions of law 
include whether defendants violated the Securities Exchange Act 

I 

of 1934 by such actions. The common questions of law and fact 
predominate over any questions that may affect the individual 
members of the class. 

i 

(d) Plaintiffs' claims are typical of those of 
other members of the class. 

i 

(e) Plaintiffs will fairly and adequately protect 
the interests of the class. 

(f) The class action is superior to other available: 

methods for the fair and efficient adjudication of this contro¬ 
versy. i 

Substantive Allegations 

3. As hereinafter set forth in connection with the 

1 

purchase and sale of securities of April, defendants singly and j 
in concert, directly or indirectly, by the use of means or j 

instrumentalities of interstate commerce and of tl. malls In 

’ i 

the Southern District of New York and elsewhere in the United j 
States: 

(a) employed devices, schemes aid artifices 

to defraud; 

(b) made untrue statements of material facts and 
omitted to state material facts necessary in order to make the 
statements made in the light of the circumstances under which 

t 

they ubi p made, mil mt n lead I ug; and 

(c) engaged in acts, practices and a course of 

( 

business which would and did operate as a fraud and deceit upon 

j 

plaint if fs and members of the class. 







4. (a) Plaintiff Parkinson, as custodian for Andrew 
Parkinson, acquired 500 shares of April's common stock at a ^ 
price of 9-1/8 on or about December 6, 1972. 

(b) Plaintiff Mygatt acquired 775 shares of April 
common stock at an average price of 13-5/16 on or about July 16, 
197 2. Said shares were sold ‘on or about December 22, 1972 at 
4-3/4. 

(c) Plaintiff Staebler acquired 225 shares of 
April's common stock at an average price of 13-5/16 on or about 
July 16, 1972. Said shares were sold on or about December 22, 
1972 at 4-3/4. 

5. April is a Delaware corporation with executive 
offices at 303 W. 42nd Street, New York, N. Y., and operating 
offices in the Commonwealth of Puerto Rico. 

6. At all relevant times the defendants were direc¬ 
tors and controlling persons of April; defendant Feder was 
president; defendant Parker was Chairman of the Board; defendant 
Demel was executive vice president; defendant Aptekar was vice 
president and treasurer and defendant Silver was vice president 
and secretary. 

7. Beginning in or about June 1972 and continuing 
thereafter until at least December 18, 1972, April's financial 
reports, statements, releases, predictions and estimates were 
materially false and misleading as the defendants therein knew 
or in the exercise of reasonable diligence should have known. 

8. During the period commencing June 1972 up through 
November 1972, defendants made statements orally and in writing 
to securities analysts and others in the securities industrv 
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and to the investing public with the knowledge and intent that 
such statements would be relied upon and would affect the price 
of April stock in the open market. Among the statements made 
were the following: 

(a) As of July 1972 management estimated that 
April would have net profits of $1,890,000 (or $1.30 a share) 
after taxes in 1972 and $2,554,000 in profits in 1973 (or $1.90 
a share). 

(b) As of October 1972 management estimated that 
April would have a profit margin for the year 1972 of approxi¬ 
mately 20% after taxes. 

(c) April had no long term debt and did not 

require long term financing in connection with its business 
activities. 

(d) April had earned $336,765 (or 25^ a share) 
after taxes for the three months ended March 31, 1972. 

(e) April had earned $431,860 (or 31^ a share) 
after taxes in the three months ended June 30, 1972; April had 
earned $768,000 (or 55<z! a share) after taxes for the six months 
ended June 30, 1972. 

(f) April had earned $366,773 (26g? a share) after 
taxes in the three months ended September 30, 1972; April had 
earned $1,135,398 (or 80c< a share) after taxes for the nine 

Itt'iMl ha r>iit|c3<! niiihor ^0, 19/,*, 

(,g) April's "team of management and construction 
specialists [had] forged a powerful and unique construction 


company. 










9. 


in that: 
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The aforesaid statements were false and misleading 


(a) Defendants knew or in the exercise of reason¬ 
able diligence should have known that April’s earnings for t'ne 
year 1972 could not achieve $1,890,000. 

(b) Defendants knew or in the exercise of 
reasonable diligence should have known that April was operating 
at a marginal level throughout 19/2 and would sustain a loss for 
that year. 

(c) April's inability to obtain long term 
financing was a fundamental weakness which affected adversely 
its ability to make profits. 

(d) April's earnings for the three months and 
six months ended June 30, 1972 and for the three months and nine 
months ended September 30, 1972 were substantially less than die 
amounts indicated. 

(e) April's business was subject to numerous 
factors which were adversely affecting its earnings in 1972. 
These factors included insufficient working capital, delayed 
receipt of income, uneven flow of supplies and rapid over 
expansion. 

10. On or about November 10, 1972, April issued its 
interim report for the nine months ended September 30, L972 


i n v/1 1 

i cb 

it reported 

1 that fI 

‘i Inn ii ! in l!i 

<tuU<! 

i h*'| 

• 1 ember 30, 

19/2 we! 

VI , • 33 , »0'; f,, r U)t 

I hat 

its 

net income 

tor the 

throe months ended 


1972 was $366,773 I nr 26^ a share'* 
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11. On or about December 17, 1972, April announced 
that the aforesaid third quarter report was incorrect and that 

» 

the net income per share for the nine months ended September 30, j 
1972 was $758,411 (or 54 i a share) and that for the three months 

I 

ended September 30, 1972 April had sustained a loss of approxi¬ 
mately $14,000 (or \<£ a share),. j 

12. Adjustment of the third quarter earnings as i 

I 

described in Ull was based upon facts which were known, or in the 
exercise of reasonable diligence should have been known, to the 
defendants prior to September 10th. 

13. On or about April 11, 1973, April announced that 
it had sustained a net loss of $252,270 (or approximately 25^ 

a share) for the year ended December 31, 1972. 

14. (a) Plaintiffs and the members of the class they 
represent acquired securities issued by April at prices artifi¬ 
cially inflated by the false and misleading financial statements 
and predictions. When the facts concerning April's financial 
position and earnings were revealed, the price of its stock 
declined to its present price of approximately $2 a share. 

(b) As a result of their acquisition of April 
stock, plaintiffs and the members of the class they represent 
have been damaged. They have each paid an artificially inflated 
J or the Stock because of the false aw) t«.j * ug 


Impair,g| ■/ circulated or acquiesced in by each of the 


«If• l c*n.I if 1 1 s . 


i 



15. 


The market price of April's stock was artificially 
inflated as a result of the financial reports, statements, 

i 

releases, predictions and estimates given to securities 

! 

analysts, brokers and others by April and the other defendants 
and by the written reports distributed by April which statements, 
as described above, were materially false and misleading. 

\ 

Defendants knew or, in the exercise of reasonable diligence 
should have known, that such reports were false and misleading. 

J 

Wherefore, plaintiffs demand judgment requiring 
defendants jointly and severally to pay the plaintiffs and 
the members of the class they represent a sum equal to the 
damages each of said persons sustained as a result of the 

I 

wrongs alleged herein, together with the costs and disbursements ! 
of this action, including reasonable counsel and accounting 
fees and such other and further relief as may be just and 
proper. 

Shatzkin and Cooper 

By: \ (j ^L\Ad) 

(A Member of the Firm 
Attorneys for Plaintiffs 
235 E. 42nd Street 
New York, N.Y. 10017 
MU 7-8800 
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ANSWER OF DEFENDANTS EXCEPT PARKER (Filed September 19, 1973) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
---.X 

SAMUEL PARKINSON, as custodian for 
ANDREW PARKINSON, JONATHAN STAEBLER 
and PETER B. MYGATT, 

Plaintiffs 

-against- 

APRIL INDUSTRIES, INC., ARTHUR FEDER, 

ALEX M. PARKER, MORRIS DF.MEL, 

NATHAN APTEKAR and STANLEY W. SILVER, 

Defendants 

..X 


The defendants, except the defendant PARKE , a^swerine 
the complaint herein, by their attorney, WILBUR SILVERMA*’, Esr. 
alledges on Information and belief: 

1. Deny any knowledge or Information, sufficient Lo form a 
belief thereof as to the allegations contained in paragraph 
marked 1, of the complaint. 

2. Deny any knowledge or Information, sufficient to form a 
belief thereof as to the allegations contained In paragraph 
marked 2, of the complaint. 

3. Deny the allegations 9et forth In paragraph marked 3 of the 
complaint. 

U. Deny the allegations set forth In paragraph marked A of the 
complaint. 

5. Admits that APRIL is a Delaware Corporation oper.*.tl> 
s -vlng at of 'Ur i* ' .onnmucalch of Puerto Rico, except ns 
admitted, deny each and every allegations co^tei-ed i 1 " mraeranh 
5 of the complaint. 

6, Admits that the defendant APRIL had reporter', prior to a 
restatement of the earnings, that it had earne 1 2^ a 'I-.ire for 
the three months ending March 31,1972; 51c a sh~rr for the three 
months ending September 30,1972, or 80c a share for be 1-e 
months ending September 30 ,^ 7 '-» Except as herein vtmlrti >' t 
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defendants deny each and every allegations set forth in paragrap 
7 of the complaint. 

7. Except as herein above admitted, deny the allegations set 
forth in paragraph marked 8 of the complaint. 

8. Except as herein above admitted, deny the allegations set 
forth in paragraph marked 9 of the complaint. 

9. Admit thf- n or about December 1972 defendant, APRIL, 
restated its earnings for the month September 30,1972, so as to 
report profits of 54c a share for the nine months ending Septembe 
30,1972 and a loss of lc a share for the three months ending 
September 30,1972, and except as admitted defendants deny the 
allegations set forth in paragraph marked 11 of the complaint. 

10. Deny the allegations set forth, in paragraph marked 12 of 
the complaint. 

11. Deny the allegations set forth in paragraph marked 14 of 
the complaint. 

12. Deny the allegations set forth in paragraph marked 15 of 
the complaint. 

AS AND FOR A SEPARATE AND COMPLETE DEFENSE 
12. The defendants, and each of them, at all times referred to in 
the complaint,acted in good faith and had no knowledge that any 
statement made by any defendant was false or misleading. 

WHEREFORE, defendants and each of them demands judgment 
dissmissing the complaint, together with the costs of this action 
and the defendants be awarded reasonable expenses and attorneys 
fee. 

WILBUR C. SILVERMAN 

Attorney for defendants (Exceot 
PARKER) V P 

88-11 169th Street 
Jamaica. Mew York 






ANSWER OF DEFENDANT PARKER (Filed September 21, 1973) 
UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


- —_—-—————-—X 

SAMUEL PARKINSON* as custodian for * 

Andrew Parkinson, JONATHAN STAEBLER 

and PETER B. MYGATT, , 

Plaintiffs, t 

-against- , 

APRIL INDUSTRIES, INC., ARTHUR FEDER, t 

ALEX M. PARKER, MORRIS DEMEL, 

NATHAN APTEKAR and STANLEY W. SILVER, * 

Defendants, t 


ANSWER 


73 Civ. 1887 
(W.K.) 
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Defendant Alex M. Parker, by his attorneys, Dorribush 
Mensch Mandelstam & Schwarts, as his answer to the complaint, 
allegest 

1. Denies each and every allegation of paragraph "1" of 
the complaint. 


2. Denies knowledge of each and every allegation of 
paragraph "2" of the complaint, except denies as to defendant 
Alex M. Parker that said defendant ever artificially inflated the 
earnings and prospects of April Industries, Inc., or by the use 
of false and misleading statements, or otherwise, manipulated the 
market place of April or violated the Securities Exchange Act of 
1934 or any other statute or rule of law. 

3. Denies each and every allegation of paragraph "3" of 


the complaint. 

* s« * 

4. Denies knowledge or information sufficient to form a 
relief as to the truth of each and every allegation of para- 







graph "4" of the complaint. 





5. Denies each and every allegation of paragraph "5" of 
♦ 

the complaint, except admits, upon information and belief, that 

i 

April Industries, Inc. is a Delaware corporation with its princi¬ 
pal offices in the Commonwealth of Puerto Rico. 

6. Admits each and every allegation of paragraph "6" of 
the complaint. 

7. Denies each and every allegation of paragraph M 7” of 
[the complaint. 

8. Denies each and every allegation of paragraph "8 M of 
the complaint. 

9. Denies each and every allegation of paragraph "9" of 
the complaint. 

10. Upon information and belief, admits each and every 
allegation of paragraph “lO" of the complaint. 

11. Upon information and belief, admits each and every 
allegation of paragraph "11" of the complaint. 

12. Denies each and every allegation of paragraph "12" of, 
the complaint. 

13. Uoon information anJ belief, admits each and every 
allegation of paragraph"13"of the complaint. 






14. Denies each and every allegation of paragraph "14 M 


of the complaint. 


15. Deniea each and every allegation of paragraph N 15 M of 


the complaint. 


ASA FIRST AFFIRMATIVE DEFENSE 


16. The complaint faila to state a claim upon which 


relief can be granted. 


AS A SECOND AFFIRMATIVE DEFEN3E 

f 

17. The Court lacks jurisdiction over the subject matter 


of the complaint. 


AS A THIRD AFFIRMATIVE DEFENSE 


18. Upon information and belief, the acta and transac¬ 
tions complained of occurred outside of the Southern District of 
Hew York and* accordingly, venue is improperly laid in said 


District. 


WHEREFORE, defendant Alex M. Parker demands judgment 
dismissing the complaint, together with costs and disbursements 


of this action. 


DORNBUSH MENSCH MANDELSTAM A SCHWARTZ 


,. ^ - * 


A Member of the Firm 
Attorneys for Defendant Alex M. 
Parker, 

Office & P. O. Address 

22 East 40th Street, New York, N. Y. j 

Telt [212] 685-7400 10016 







PLAINTIFF'S NOTICE OF MOTION AND AFFIDAVIT TO MAINTAIN 15a 
ACTION AS CLASS ACTION (Filed October 23, 1973) 

United States District Court 
Southern District of New York 


Samuel Parkinson, as custodian for 
Andrew Parkinson, Jonathan Staebler 
and Peter B. Mygatt, 

Plaintiffs 

-against- 

April Industries, Inc., Arthur Feder, 

Alex M. Parker, Morris Demel, Nathan 
Aptekar and Stanley W. Silver, 

Defendants 

SIRS: . . 

Please take notice, that upon the annexed affidavit j 
of Edward Labaton, sworn to October 18, 1973, and upon allj 
the proceedings heretofore had herein, the undersigned will! 
move this court on November 2, 1973 at Room 619, U. S. 
Courthouse, Foley Square, New York, N.Y. at 2:00 P.M. 
for an order declaring this action to be maintained as a 
class action under Rule 23(c)(1) FRCP on behalf of a class 

comprising plaintiffs and all other persons who purchased 

\ 

stock of April Industries, Inc. between June 1, 1972 and 
December 17, 1972, and for such other and further relief 
as may be just and proper. 

Yours, etc., 

Dated: October 18, 1973 Shatzkin and Cooper 

By EDWARD LABATON 

A Member of the Firm j 

Attorneys for Plaintiffs ! 

235 E. 42nd Street j 

New York, N.Y, 10017 1 


73 Civ. 1887 
(WK) 

Notice of Motion 











a 


To: Dombush Mensch Mendelstam 
& Schwartz, Esqs. 
Attorneys for Defendant 
Alex M. Parker 
22 E. 40th Street 
New York, N.Y. 10016 

Wilbur G. Silverman, Esq. 
Attorney for Defendants, 
except Alex M. Parker 
88-11 169th Street 
Jamaica, N. Y. 11432 
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i: United States District Court 
i Southern District of New York 



Samuel Parkinson, as custodian for 
Andrew Parkinson, Jonathan Staebler 
and Peter B. Mygatt, 


Plaintiffs 

against 


April Industries, Inc., Arthur Feder, 
Alex M. Parker, Morris Demel, 
i: : Nathan Aptekar and Stanley W. Silver, 



h State of New York ) 

) ss. : 

County of New York ) 





AFFIDAVIT I 

! 

73 Civ. 1887 
(Judge Knapp) 


Edward Labaton, being duly sworn, deposes and says: 

1. I am a member of the firm of Shatzkin & Cooper, 
attorneys for plaintiffs, I submit this affidavit in support ! 
of plaintiffs' motion for an order pursuant to Rule 23 (c) (1) 
FRCP determining this action to be a class action. 

I. 

■ Nature of Action 

2. The complaint asserts that defendants artificially! 
inflated the earnings and prospects of defendant April 

I 

Industries, Inc. ("April") by the use of false and misleading! 
statements and press releases and thereby manipulated the 
, market price or April stock. The proposed class represents 

l 

persons who purchased shares of stock between June 1, 1972 ancl 
. December 18,1972, the period during which the statements 


were disseminated. 









3. The complaint asserts that beginning in 18a 
June 1972 and continuing through December 18, 1972, April 
issued financial reports, predictions and releases directly 
and through securities analysts with the intention that 
the statements made to the securities analysts be dissem¬ 
inated -o the investing public and with the knowledge that 
the investing public would rely upon said reports as well 
as those disseminated directly by April. Among the state¬ 
ments disseminated were a prediction that April would have 
net profits of $1,890,000 in 1972 and a profit of $2,554,003 
in 1973 and that earnings in the first, second and third 
quarters of 1972 were substantial. ($335,765 for the 
three months ended March 31, 1972, $431,860 for the three 
months ended June 30, 1972 and $336,773 for the three 
months e> d September 30, 1972, or a grand total of 
$1,135,398 for the nine months ended September 30, 1£72). 

4. The complaint alleges that the aforesaid 

reports were false and misleading and that on December 17, 
1972 April corrected its report for the nine months period 
ended September 30, 1972 showing a loss for the three 
months ended September 30th. On April 11, 1973, April 
announced that it had sustained a net loss of $250,270 for 
the year ended December 31, 1972. j 

5. Attached hereto as Exhibit A is a copy of a 
letter from the National Association of Securities Dealers, 
Inc. showing the trading volume between June 1, 1972 and 
December 15, 1972. I was informed by telephone that the 
volume figures have two zeros omitted so that the total 
volume in that period was 457,200 shares. 


» 
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The Requirements of Rule 23 19a 

6. Rule 23(a)(1) requires that the class is so 

! 

numerous that joinder of all members is impractical. 

Based upon Exhibit A, it is apparent that tuere were 
hundreds, if not thousands, of purchasers of April stock in 
the period indicated. 

7. Rule 23(a)(2) requires that the false and mis¬ 
leading statements made raise questions of law or fact 
common to the class. Here, that requirement is plainly 
met in that the statements made which plaintiffs claim to 
be false and misleading were disseminated in writing by 
the securities analysts to whom they were made. Attached 
hereto as Exhibits B, C, D, E and F are reports of various 
securities analysts and financial reporters issued between 
August and October 1972. We believe that defendants are 
the source of the information contained in these reports. 

o 

The reports are substantially Sj ,1 '».r in that they 
estimate earnings for the year ended December 31, 1972 in 
the range of $1.23 to $1.40 per share. Some of the 
reports estimate earnings for 1973 in the range of $1.80 
to $2.00 a share. The reports uniformly paint a glowing 
picture of the prospects of April in the Puerto Rican 
housing market and indicate a highly efficient problem-free 
company with great prospects for growth. 

8. The other aspect of the complaint relates to j 
the report for the period ended September 30, 1972. Attache4 
hereto as Exhibits G and H respectively are the reports 


! 




disseminated on or about November 10, 1972 showing net 20a 
income of $366,773 in the three months ended September 30, 
1972 and a statement issued on or about December 15, 1972 
and disseminated in the financial press on or about 
December 17, 1972 correcting the first September 30th 
statement. 

9. The issues of fact, common to the class, are 
whether the stateme •' r made by defendants to the securi¬ 
ties analysts who prepared the reports disseminated to 
the public (such as Exhibits B to F) were false and mis¬ 
leading and whether Exhibit G, the nine months report for 
the period ended September 30, 1972, was false and mis¬ 
leading and whether as a result of these false and mis¬ 
leading statements the price of April was artificially 
inflated and violated the Securities Exchange Act of 1934 
and the rules thereunder. 

10. Rule 23(a)(3) requires that the claims of the 
plaintiffs are typical of the claims of the class. Here, 
the plaintiffs made purchases on the open market and 
allege that they made them in reliance upon the generally 
optimistic reports disseminated directly and indirectly in j 
writing by defendants and in the belief that the price of 
April stock was based upon accurate information. 

11. Rule 23(a)(4) requires that the plaintiffs 
will fairly protect the interests of the class. Plain- 

i 

I 

tiffs' interests are in no vay antagonistic to the interests 
of absent class members. In construing Rule 23, the courts 

i 

I 

have held that among the most important elements determining 
adequacy of representation is the experience of counsel. 
Deponent is In charge of this litigation and has for more 

than ten years been engaged primarily in the field of 


i 





securities law and corporate litigation. I have represented 
plaintiffs and defendants in numerous cases under the 
securities laws including class actions in this court. In 
addition, for the last three years I have participated as a 
faculty member in Practising Law Institute programs and 
shareholder suits and class actions and have chaired a 
sub-committee of the Committee on Federal Courts of the 
Association of the Bar of the City of Lew Yo*k dealing with 
various aspects of Rule 23. 

12. Rule 23 (b) (3) requires that a cla s action 
be superior to other available methods for a fair and 


efficient adjudication of the controversy. This action is 

» 

a classic example of the kind of situation for which a 
class action was designed. Defendants are alleged to have 
perpetrated a serious fraud upon the market affecting 
hundreds or thousands of purchasers of April's securities, 
all damaged in the same manner. The acts complained of 
affect all of the class members equally and questions of 
1 law cr fact common to the members of the class clearly 

i 

predominate over any other questions, such as damages, 
affecting only individual members. To my knowledge, members 
of the class have not expressed an interest in individually 
controlling the prosecution of separate actions and I know 
of no other actions concerning this controversy commenced 
by members of the class on an individual basis. 

t 

< 

13. Finally, there are no extreme or unusual 


difficulties likely to be encountered in the management 
of this class action since, again, the common questions of 
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EXHIBIT A - LETTER OATED JUNE 4, 1973 FROM NATIONAL ASSOCIATION 
OF SECURITIES DEALERJjy^ fS 1973 


NASD 

NASDAQ 

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC. 

2 BROADWAY* 8th FLOOR • NEW YORK 'NEW YORK 10004 

• June 4, 1973 

V 


Mr. Edward Labaton 
Shatzkin & Cooper Attorneys 
235 E. 42nd Street 
New York, New York 10017 

Dear Mr. Labaton: 


As per your request dated May 

25, 1973 the : 

Information 

regarding APRIL 

INDUSTRIES, Inc. is 

as follows: 

-- 

DATE 

VOLUME 

D/TE 

VOLUME 

1972 




Jun 1 

3 

Oct 6 

59 

2 

186 

13 

107 

9 

228 

20 

139 

16 

158 

27 

100 

23 

94 

Nov 3 

175 

30 

82 

10 

222 

Jul 7 

99 

17 

181 

14 

78 

24 

374 

21 

78 

Dec 1 

275 

28 

279 

8 

NOT IN NASDAQ 

Aug 4 

494 

15 

NOT AVAILABLE 

11 

287 



18 

202 



25 

231 


> 

Sep 1 

70 


_ 

Q 

V. 

70 


' 

15 

91 



22 

63 




29 111 - ’ C J 

lv / 

If you should require any further information, please do not 
hesitate to contact me. 


Very truly yours 



Richard Hurwitz 
NASDAQ Department 


RHrbat 
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EXHIBIT B - RESEARCH REPORT 
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UMoOvJ k I llL.o, 11 

--- Uy ANTHONY MIOOVICI__ 

TW Ui». b-hU<i ( InJusIrjr I* Pu. rU Itlca lur krru ,, t „, p(( | p » tr 

r T'‘ **■*'*• t’urn—ly rifrurM. uboul II |Mr c<ul ul ibu I.Uul a ONP. la 
IM7 rrvljvullul iun>.lru.llu« »u vulu.-il al u rUliualrl Ull mlMlua Tb* 
rullMiul. J value ul buintbulldl»K •» '*« b |»u|. rUd I. be abaut IUI mUllua 
luday . aubjccl, AITtIL /.NIllHTIIIts, INC., a Pucrla Mica raaMaaUal buUdlaa 
cuu.pauy, b mablag i>ralliablc al. Ida. la Ibla area. The cvuaaay b ualqua la lhal 
II employee aa oub.-aalraclaru but rather eafages la all aapeela al bame 
l,#, “ * W * Pbaidag aad devrlupiaeai Ihraagb I ha actual aredlaa 
aad llabhlaf Pralll marglua are biller Ibaa average baralaga lar IIV are 
rage.led la be abuul ti ll prr abare au rrvenuea al III mllMaa Mauagemeal 
IvreeavU reveauea lor IITI lu be la ll.c vl.tally al III I aillllaa with aaralaga 
projected to be about $2.4$ per share. 


Housing stalls rose strongly during tlit• 
month of August lo ail annual ialt «*l 
2.4S/.IXN) unilb, up 12 2 pi*r t ent over the 
previous inoitlh and tin- higlo st Increase 
Scored since lust February. Al! Hu- rnoie 
liiipoilanl. however, I* 
lhal new p»-i mil-v ^ 
reached record levels, V 

« rise in lids index ft 

Usually auguis wi ll f or | ^ 

Hu* lulu. i* bend of llw * V 

doiiip buiiilliifi mat kt i • / -*' j 

On l In basis of ihi- ’ ‘ 

August statistics, // * 

housing stalls may not * < 

oil to as niuik< d a ‘As * 

(Icgiri* as had born I ‘J * 

pievlously expci led. I /. 

This wrllci Is Anbui Krtfcr 
particularly attracted I'lisidcM 

•o ai*i««i. iNixisnm s. inc i atui. 

Ol'C llld IO'*d I, a romp my which m poi lid 
vny Impressive mulls fm I In three 
monlhs and xlx months pci lod» ended 
June Id. 1972 

Throe months earnings for the peilod 
ended June. la?.’, ruse 9b 9 pei tent lo 
$431.bud from $217,12b In the comparable 
year ago period, while per share earning* 

1 ik teased lo 31 cenls fiom 17 cent! for a 
fain of Hi. 3 per cem Revenues for I ha 
Mini- |1. il.hl ilibi !•» $2 f illlltloil fl Util SI 2 
niillon I he year piesious lb. ause of ihi se 
glowing quarh i ly slallsIlrB. ltd* w.lier 

.altv l.vlc .1 a titlt .liin lu ll W..k Vbtlh 
• litit.r. III! Ill Of Al'KIl l «DUSI1C 11 • and 
a » . iup ul fleam l .1 anal, l. lo fl.. I out 


mote This publication learned that the 
sun eases scored by Ihls fledfelliif 
company which has only been public since 
February J. 1972. aie pilmailly the tesull 
of a superb managerial learn, under Hie 
dlietlion or the company's president, 
Arthur Fcdei. 

The Company 

The history of APRIL INDUSTRIES c an 
be traced bai k lo a Utah mining eompany 
which was formed In 191$ 3 hr out It a 
sci let of acquisitions, a few name 
changes, and the eventual acquisition of 
ihc Fulura Company, which consisted of a 
Ki oup of corporations that were pi imai lly 
engaged In the construction and sale of 
single family homes In Puerto Itlco 
APRIL INDUSTRIES. INC came Into 
being. 1 he Fuluia acquisition also 
Included a really company The company 
adupled lls present lllle In April, 1971, 
when if was oiganlzed as a Delaware 
coipoietlnn Jumu lied In Due i lo If ho 

Its principal atllvlly Is the planning and 
building of low lo moderately pi Iced 
housing developments on Ihe island of 
Puerto Itlco 

We learned lhal me Impressive profit 
margins which attracted Ihls wilier lo (he 
compsny stem primarily from iuw labor 

co.Tti management's ability lopioduee on 
time and Ihe elimination of Ihe added 
costs involved with subconliactors 

It i|Im*i in. hi #i |ii|* as .i [ i , | 
I'.iiiutlui with sup.-1 vising a pinup «.l 
subc >nlia. tors APRIL INDUSIIthy 


(ftu 


niversal Public Relations 


4)0 IA...M • H,v ...b Otr N«» V,rh .001. 

uni on iloo 

Serving companies, o.ganj/alions on.J inslilulions 
Ihrnughnul Ihe USA and in Lurope offering a com¬ 
plete service including 

• f inancial Public delations 

• Product Publicity 

• Pruxy Solicitation 

• Corporate Advertising 

• Special l^rnmotions 

UPR Fit.MS. headed byi Kyle Role and Jack 
Winter, will pm u together for you at the right 
price From documentary motion pictures to 
colorful antmatiun to multi image audio/ visual 
presentations 
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i Universal Public Relations 

NEW YORK • CHICAGO • ST LOUIS • LONDON 


nii'-’i t liil .iml I- iii.iiiclal ( hronUit 1 

I' C in api's In vutually all .isficclv of 
I. in intisiiotlh.il h.tm site plannlisg 
u..ti ih v. h.p.iieni ifiniUpli Ihe sdual 
eies tiohand finishing. 

Al'ltlL INDUbl lfILS, INC U currently 
Involved Is Ihe consirucilon aad 
dev.lupmenl of sis resltftatlal 
coritinuolilea in varioua areas of Puerto 
Rleo. ranging fiom low priced to luxury 
p»lced homes. The compaay's 
Involvemanl In these projects generally 
fall Info one of four concepts: 

1 turnkey housing developments for 
the Puerto Itlcan housing agency CRUV 

’2 tingle or multi family homes for 
private buyers 

3 As general contractor for the 
construction of rental or cooperative multi- 
family projects being constructed under 
S. i lion 2J€ of the National Housing Act of 
I'juf These units are usually designated 
as low Income or moderate Income units 

4 management consultants 

During 1971, new housing construction 
in Puerto Rico rose nearly 2U per cent and 
sl...ws no signs of waning l*he desire of 
both the Puerto Rico and United Stales 
goxernmenis to Improve substandard 
living conditions which eaisled In some 
parts of Pueito Rica enhances the outlook 
for the housing market there 1 he Influx of 
Indushlallzatlon progiam* lo the Island 
under "Operation Bootstrap", which 
offers companies seventeen year Jaa 
utlvaiiiai'cs. has helped lo Improve The 
I'ut'ito Itlcan economy, and lo provide 
Pu m in Rican cltUens Ihe economic means 
of pin chasing decent housing 

An lin|H>iiant factor for Puerto Rico 
hoint building companies Is that the coal of 
coast i ucl tun In terms of labor Is 
considerably leas than In Ihe United 
Stales But prices for Puerto Rican homes 
an- compstable to those In Ihe United 
Slates This, combined with lower labor 
coots.leuda to enhance the profits of (he 
buiidet particularly those of APRIL 
INUUSTH1LS. INC 

&'4M* fl# V clop me nU 

a planaed JI4 unit high rise 
condominium complex Is expected to 
l>c*,lii cui:*ii urllon In downtown San Juan 
in 1‘J7J Ine project will consist of 
ciniiiiCi i lal tfitaiiU on Ihe gtound floor, 
wlih residential units above The selling 
price fur these condominiums ate 
expected to start al approximately $'24,000 
for studio apartments and to graduate to 
$40,000 for larger units. 

The company also acquired a 
manufacturer of lerrazxo floor surfacing 
a product used extensively In many of 
APRIL INDUSTRIES' developments The 
acquisition was made for $400,000 In cash 
to be paid over a three year period In 
addition, a maximum of 190,000 shares of 
common stock Is also lo be paid over the 
lhr.»e year period, but Ihe issuance of the 
shares are predicated on earnings of 
$l,350,0d0 by Ihe lrri«/vo company over a 
Ihive year period beginning June 1. 1972 
According lo Mr Feder. Ihe lerrarzo 
company w hit h pays no Income taxes, wii, 
nut make any .ontilbutton to earnings in 
1972, but lie expects that It will account for 
some $150,000 lo $900,000 tn profits In 1973. 
baked on pio)ected tevenues of almost $2 
million 

Mon* ifccntly, the company announced 


2 Ua 

TIIUi; >I)A V, fit TOIti:i< pj pi*/.* 
lli.it It ti.is ..,;i( iit in pilnci|ilc* iu at ipilit* 
tin A* . nii|. .1 f.j.ublt- Indunliy, ln« 
v nil h is * ■ .• i * I hi |n« produt lion au<i 
»-! "f i.i.i.fil- tn tin Unlit d Slalt » and 
Italy I his i i.in|.aliy own* aud upt-i ati s lit 
own inaiblt- qu.my tn Italy and ais» 
leasts miiwial rights lioni a number u' 
olhei quarry own. is The lenns of the 
acquisition tall foi APRIL INDUSTRIES 
to Issue 190 UUO shares over a five year 
period with payments to begin al Ihe end 
of 1973 The put chase pi Ice Is subject lo 
adjustments In Ihe event that net earnings 
of Associated Marble do not reach an 
aggregate of $2 million by Ihe end of 197$ 
Mr Feder lold your Ol'C Chronicle 
repoiter that Ihe maible company does 
"Vi P»y <*ny taxes #nd 111 profit margins 
aie a staggciine 31 percent. Hecnvtslona 
ovmall volume loi 1^73 to be In Ihc- vicinity 
of $1.5 million with net Income of $900,000 
In replying to the queries from a 
number of analysts regarding Ihose- 
seemingly unbelicveabie margins M. 
$edei Insisted lhal the msigins //re 
accurate 

APRIL INOUS1KIES has expand' d lls 
operations Into (tu. United Stales by 
acquiring a 200 sue site near New Haven, 
Connecticut, curie fitly zoned for 2u0 single 
family homes The company has filed an 
application to have Ihe land rezoned to 
accomodate approximately 2.000 
condominium unliv at an average selling 
price of $10 OOu If the re/oning Is effected. 
Ihe project upon completion would have 
au estimate d value of about $M0 million 
In liayamon. I’u.-iio Rico. Ihe company 
recently atquhed a project which 
Involves Ihe const j ucilun and delivery of 
200 garden apartment units pursuant lo a 
government .umkey contract, when 
completed. It will have a toal value of $.1 4 
million Tl.e company also plans a $90 
single family home project In Las 
Pledrss, Puerto Rko which, upon 
completion will have a it estimated value 
of $12 million 

based on piojects underway, those 

Cut iei.il/ cuitliiiru-d for. *u.j |j, osl m, U |, 

arc* in Ihe planning stage. APRIL 
INDUhl ftlEhi, INC has e(tough work on 

h.i: I l'» I ;» !: aillve foi ihi. lit *t lie . k 
yeais. 

A* ‘ <1 dllig to Arlliul 9‘etlel ll.c 
company's aiki lax piofp in-ignis i.. t 
1972 wilibc In i lie vie billy of 19p«*i cent w 
p< 'cent, this Is on unusually high mat gin 
ot profit lor M? Industry When asked by 
this teporler Ihe reasons for these 
exceptionally high profit tnaiglns Mr 
Feder highlighted the fact that Al'ltlL 
INDUSTRIES pays $i uj t 0 $2 20 pei houi 
for labor and does not subcontract any of 
lls woik. t hese tabor costs tie well below 
United Stales standaids He slated further 
that he has surrounded himself with s 
capable managerial and operational team 
whose expertise In the building Indusiry Is 
second to none He said that "Out learn of 
management and lorulrurtlon specialists 
have forged a powerful and unique 
conali uillon company We have achieved 
a maximum degit-e of operating, self 
sufficiency in the field" lie went on to 
explain that because they employ no 
subconlractois, they are able to s. I and 
meet scheduling lhal other organiiullnn* 
would n>«| dream of sllempiing lls dews 
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Approx. 

Earn! 

ngs Per 

Sha re 


Price 

1971 

1972E 

1973E 

Dividend 

9 7/8 

$0.77 

> 

$1.30 

$1.80-$2.00 

None 


CAPITALIZATION 




_ P/E Ratio _ 

1971 1972E 1973F. 

13x 7.7x 5.3x 


Long Terra Debt: 
Comraon Stock: 
Float: 


$ 141,259 

1,445,125 Shares 
Approximately 400,000 Shares 


April Industries is a rapidly growing builder-developer of single-family 
homes and garden apartments in Puerto Rico. Recently, April has also become 
involved in projects on the U.S. mainland. Puerto Rican construction activities 
have been steadily expanding. We estimate that even if construction outlays 
flatten out at current levels, by 1975 April’s share of the island's home-building 
activity will more than double from its current level of under 47.. April currently 
has an inventory of more than 700 acres of land which is constantly increasing in 
value. This is enough to satisfy home building activity of 1,000 units a year for 
the next seven or eight years. April is unique in that it maintains its own well- 
integrated work force and does not use sub-cortractors. Largely reflecting this 
latter factor, April has been able to attain aftertax profit margins of approxi¬ 
mately 197.. . 

In 1963, its first year of operations, April reported sales of about $700,000. 
During •'he past three years revenues have expanded from $1.3 million to an estimated 
$10 million in 1972. Profits have more than kept pace, increasing from $21,000 in 
1969 to an estimated $1.9 million net aftertaxes in 1972. At approximately eight 
times 1972 estimated earnings of $1.30 per share and under six times 1973 estimated 
earnings of $1.90 per share, April's past record and future potentials appear to be 
conservatively valued and purchase is recommended for intermediate and long cerm 
capital appreciation. 

. . t 

We believe April Industries to be an attractive investment vehicle for the 
foil raving reasons:- 

v 

(1) April is believed to be the most rapidly growing home-builder on the 
island of Puerto Rico. The Puerto Rican economy is itself exhibiting strong 
growth. 

(2) A larger percentage of the company's revenues is expected to be 
generated by sales to private buyers. This should help maintain, or possibly even 
increase existing pre-tax margin levels, as private sales tend to be more profitable 
than turnkey contracts. In 1971 the latter generated approximately 707. of the $4.9 
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T^sr^o'roughtraoi. In 1972 thiS ShOUld deCline t0 a PProxinately 50%, and in 

of America, lor Ida baLd^me-builder ^ThAe^ WltH Develo P n ’ ent Corporation 
60% of any profits while assu^ng o^ y 507 of April t0 receiv ‘ 
resuits were achieved despite incurring a loss fr^ Jhe 368 ‘ April ’ S first ha ^ 
balance of the year as more houses arAui i ?,^ ] venture. Over the 

be reversed and the profit performance i-nrn’ ~ licvc that this situation will 
substantlal contribution in 1973 free the DCA progr^al'one!’'' Th ° r,! C0Uld b * * 

(4) A high-rise office and condominium structure to berin i„r„- th 4 
which should have a significant effect on 1973 and 1974 earnings. y * ar 

bate T? gre r iy expand the *•«« 

particular, the recent announc^en" of the S?eiti°„TIf ?****? ‘ *» 
engaged in the manufacture and sale of terrazo^ w*° ? f f 8rou P° f companies 
marble company. April acquired both rr. i-.t. * c ur ^ acin S> «^nd an Italian 

tindent upon both companies earning a stin let a" favorable t2ras which are con- 
five years. Management ° Ver \ pari ° d ° f thrae ta 

1973 could be in the vicinity of $1 million net of taxes' Is bfthA^ 0 ^" 1 * 8 
expected tc be tax free. taxes, as both companies are 


( 6 ) 


acres o 


— - - Und P n r ear S »» r ^ve S “ t c:™«uL r t^1he n ^:' i ' he ° £ 2 °° pri ” a 

wfiat it believes to be reasonable prices it is r, ? n/ P urchased thls lar >d at 
to rezone the land, which if eranted wAnia currently involved in an attempt 

and 2,500 condominium apahnents on thiHUc c^oS, “ b “ iId be:,re,!n 2 ' 000 
for upwards of $40,000 earh. April bellA. m, Ccir f arab l c a P a rtr.ents are selling 
ficantiy higher than their ^ P«« o? Si8 ^ 

some 700 ) prime e ,c” s Tn^ la " d eonstitutin; 

own coSrucS! 'The^Cny^p;^ 1 ^! “ "? “ U “• 

Si„;: “ )aS "“ ti ‘> a original site select^;, to"in^i llAnllllt a"/" 

rapid ^h! b iS a S^.'Sl 1 LSSS S'SLI 4 - 1 ' PUe "° M “* daap “ a **U' 
family housing construction. f#r m *° t 5, ‘ ° f neM ab .e-far.ily and multi- 

* » 

munication, managLent^l’cmstalltly^t u^ed t^Iuj”?” 1 7 •T dl ° /tal,! f ,hone c ™‘ 
activitiec, and can send men and materlaU lr^ oil %„ actto 1%“',?“°" 
moment s notice. In this-raanner, April has de-on'-trated it- -,k"i er ** t 3 
geographically diverse projects containing a broad mix of dlverjanAou.^Tmita. 

THE ECONO MIC EN*VIRCvtMENT OF PUERTO -HlflQ 


28a 
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approximately 3,000,000. The population of its major city, San Juan, including 29a 
the metropolitan area, is approximately 1,000,000. Its density of nearly 800 
persons per square mile makes it one of the most densely populated countries in 
the world. Since 1952, it has been a self-governing Commonwealth. Residents of 
Puerto Rico are subject to Commonwealth rather than federal income taxes. 

•> 

The economy of Puerto Rico has expanded at a rapid rate during the last 
decade. U.S. industry was given inviting tax concessions and this factor, com¬ 
bined with the availability of a low cost labor force in a climate where weather 
is not a limiting factor, have spurred capital investment and brought about a com¬ 
mensurate rise in per capita income. The U.S. government seems dedicated to 
making Puerto Rico the showcase of Latin America. The result has been a housing 
market which has shown dramatic Increases in new construction during the past half 
dozen years. i 

t, # » » , \ 

The annual value of residential construction on the island is estimated at 
around $400 million. The present, annual construction rate of 23,000 units con¬ 
stitutes primarily private dwellings with only about 207. being government sponsored 
public housing. Home-building presently accounts for approximately 107, of the 
island's gross national product. In our opinion, even if the lcveL of overall 
home-building remains relatively flat over the next three years, April should be 
producing new dwelling units at a rate of 2,000 a year, and should account for 
approximately 1071 of the island's new housing units by that time. 

THE COMPANY 

* i * * 

The company assumed its present identity through the consolidation of 
several closely-allied Puerto Rican construction operations. In June 1971, April- 
Utah, the predecessor company, acquired a group of corporations under the name 
"Futuraj" these were engaged in the construction and sale of single-family houses 
in Puerto Rico in the three years from 1966 to 1969. 

The company was originally engaged in the building of low to medium priced 
housing developments in Puerto Rico. Recently, the range of construction activities 
has expanded, and April now also builds luxury single-family units containing as 
many as five bedrooms and three bathrooms. 

Due in part to the tropical climate in Puerto Rico, April's housing units are 
generally built of reinforced concrete and plaster exterior walls with concrete 
block and plaster interior partition walls. In the main, these units consist either 
of single-family homes or garden apartments, and'are constructed in huildings of two 
to four stories. In addition, the company has also gone into the construction of 
modcrateI> priced high-rise condominiums. • 1 • 

The only construction service the company is not engaged in pertains to the 
ownership and operation of a cement facility. . There are several reasons April has 
avoided this area. Firstly, competition is extremely high in Puerto Rico; 
secondly, the return on investment is too small and does not meet April's investment 
criteria; and thirdly, the company feels that the prices it pays for cement are 
reasonable. 

April has attained a high degree of integration. Instead of acting as a 
general contractor in charge of a group of sub-contractors, April is Involved in 
every facet of home-building, from the Initial planning to site selection and actuul 
construction and finishing of the project. Through quantity production of several 
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hundred or more homes, April is able t.o spread its fixed 
of unit.', thereby lowering its cost per unit. ' In addition, 
Rican homes are on a comparable scale to the U.S. market, yet 


a. a larger numDer 
-£ S * new Puerto 
the ccsr of con¬ 


struction in terns of labor and materials is considerably less. There is a limited 
supply of good housing while demand is at a high level. April's labor force new 
numbers over 1,000 nen, Home-building can accurately be described as labor 
intensive. In whls type of occupation the availability and producitivity of labor 
determine the extent of profitability • for the heme-builder. Unions arc not as 
powerful or as well organized in Puerto Rico as in the U.S. More importantly, they 
do not tend to act together or stick together Despite this fact, April's workers' 
are well paid; the minimum wage in Puerto Rico is $1.60 an heur, but April's 
relatively unskilled workers make $2.00 to $2.25 an hour, and often work for 12 
hours a day collecting substantial overtime pay. 


April delivers fixed price turnkey projects to CRUV (Puerto Rico Urban 
Renewal and Housing Corporation). April also delivers houses unaer sections 235 
and 236 of the National Housing Act of 1968. For the most part these involve low 
and moderate income single-family homes and also multi-family dwelling units. 


APRIL'S ON-GOINO PROGRAMS 


(l) Manati - Villa II and Villa III 


30a 


. This project is located approximately 35 miles west of San Juan. It 
is composed of semi-attached one-family houses and garden apartments. It was 
originally to contain a total of 420 hemes, 300 of which were to Le delivered to 
the government pursuant to a turnkey arrangement. In 1971, April completed 210 
units and this year will complete the balance of 210 units. The company still 
has room to build 142 more houses on this property. A new turnkey arrangement is 
expected shortly and construction on the balance may start this year. On units 
completed, Anril got the contract \;ith a bid of $16,300 despite the existence of a 
lower bid from a competing builder of $14,750 per unit. April's success can be 
ascribed to its record of quality construction and performance within an allcted 
time span. These projects are estimated to net April $5,000 before taxes per 
$16,300 home delivered. 


Manati - (Arius) Hardina3 De Manati 


A connecting road separates this project from Villa II and Villa III. 
There are 210 units subject to a turnkey arrangement, all begun this year. The 
entire 210 units will be delivered in 1972, Thase units are four stories high 
and constitute 21 buildings with ten units per structure. Nineteen of the 21 are 
already finished. This contract will be completed one year ahead of schedule. In 
addition, April's plans call for the construction of another 36 single one-family 
houses. The project is valued at $3$; million with a per home price of $15,300. 


Bayanon - Co-Venture With DCA 


The initial agreement provided for the building of 600 houses; however, 
April will construct as many as 1,100 on this property. The project is currently 
Losing money (due to leveling and earth moving expenses). In addition, until 
recently, April was delivering homes at the old prices approximately 107, below the 
current price. As many-as 90 homes may he d-livered on this basis. Another 
'important reason for the loss nay be % tcrrr.ed "clean-up" expenses. When April took 
over the project, contractor J were fired and considerable personnel changes took 
place. After the first 200 l.ves are completed, profitability should be in the 
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neighborhood of $4,COO - $6,000 per house. These houses are not subject to 
turnkey; they are private, single-family homes in the price range of $21,000 to 
$24,000 per unit. In 1973 April anticipates the conpletion of 300 to 350 units. 

Sene of these units may be classified as middle-class homes in the $35,000 - 
$38,000 category. Under the terms of the agreement with Development Corporation of 
America, April gets 20% of the profits off the top for management, and the balance 
is split 5^-50. April's share of any losses cannot exceed 50%. 

(4) Toa Alta 

, t 

The Toa Alta property is a joint venture in which the company is 
currently purchasing a 50% interest at a rate of 40 acres at a time. April has 
an option to purchase the other 507. at $10,000 per acre. The total area comprises 
340 acres. This quantity of land should be able to accommodate 2,000 units on a 
single-family basis as well as some industrial units. April will begin purchasing 
the land 40 acres at a time. 

(5) Bayamon - Sierra Linda . 

In Bayamon, April is involved in a new government turnkey project that 
will eventually house approximately 200 families. The earth movement, which has 
just been completed, was accomplished in about four weeks. Completion of this 
project is scheduled for mid-1973. The total value of the project is expected to 
be in the neighborhood of $3,330,000, and April anticipates making over 307. profit 
on a pre-tax basis. April believes that completion of the project can be adcom- 
plished in eight to ten months. 

(6) Ouaynabo 

A.prii purchased 4V acres at a cost of $1,775,000 ia the new business 
district of San Juan, called liato Rey. On tills site April plans Lo erect a 21- 
story condominium on top of a 12,000 square foot base to be used for professional 
offices. Construction is expected to commence shortly and should take approximately 
two years to complete. The condominium units will Sull for $25,000 - $32,000 each, 
according to floor and size of apartment, etc. The project is valued at $15 
million, on which April estimates its profit to be in tne area of $3 - $4 million. 

(7) Las Picdras 

The Las Piedras property acquired in March of 1972 was originally 
zoned as a light industrial development. A.prii has received a change in zoning to 
mixed density housing. The property consists of one-30 acre parcel, with an option 
on another 40 acres. The price per acre is $5,500, and April is planning to build 
houses per acre (one-family four-story combination). On the original 80 acres, 
a favorable rezoning judgnent was received. The project is FI LA financed under a 
Section 235 government subsidy. April has been verbally told that they will get 
the 235 classification which means that each individual prospective homeowner places 
a dc:m payment of $200 and.the government finances the balance. There are certain 
restrlctioni. under this section of the code; the income for a family of four may 
not exceed $5,000 per annum for eligibility. Completions arc expected to be spread 
over the next throe years at a rate Of 200 - 300 units per year. This type of 
housing takes more time than a turnkey; credit checks must be made and there is a 
lot of rod tape until completion and possession by the new owner. The property is 
well situated; there if considerable local industry in the area and a four-lane 
divided hi ;hway -n.-:ts with the property. 
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(8) Caeua 

32a 

These units are subject to a 236 classification. This differs from 
235 in that the government buys the land and owns the property, and the home¬ 
builder's role is that of general contractor.. The price i 3 fixed at a level about 
6 to 87, above expenses. This is the only 236 project April Is involved in, and 
most probably the company will not solicit more due to the lex/ level of profit¬ 
ability. The units sell for about $12,000 without the land. Construction began 
in 1972 on 304 units and will be completed before the year is out. The contract 
originally specified 24 months butApril will complete it in half that time. The 
company should net approximately million pre-tax on the Caguaa units when 
completed. 

(9) S anta Maria 

This site consists of 27 luxury hqmes'to be sold at a price of 
$65,000 per unit. The property is located approximately 50 milts from San Juan. 

They are almost all finished; the first five are totally completed. The company 
has arranged for mortgages through First National City Bank to the extent of 
$50,000 per heme. To date the company ha3 12 signed contracts totalling $750,000, 
all in the third quarter. Santa Maria, because of the high price of the Lames, is 
the highest risk project in which April is involved. 

• , a 

(10) Rio Grande , 

* . i . , 

This property was acquired in June 1972, under very favorable terms. 

The toal price Is $2,000,000, on which the payments arc $25,000 quarterly for two 
years. No interest is to be paid for two years. After the two-year period, April 
will pay interest at a rate of 77. for five years on tha unpaid balance. In 
addition, April has favorable release clauses attached to the contract. The 
property currently is zoned for single-family homes ready for construction and 
has an excellent location. A four-lane highway is in front of the property and a 
Ford Mott r plant across the street. Located right nearby is the site of the new 
El Conmandurite race track. (Due to project cost errors and under budgeting, there 
is some doubt at this time if this track will be built). The first 40 acres of 
frontage will be for commercial space. April has obtained a rezoning on the 
remaining 180 acres and may be able to build a condominium high-rise structure. 

Most probably, April will start with single-family homes. The property is large 
enough to accommodate anywhere from 3,000 to 5,000 units. 

y 

(11) New Haven, Connecticut 

. | 

This represents April's first state-side venture. The company 
purchased 200 acres at $1,500 per acre for a total of $300,000. The land is going 
up for rezoning in the near future. If the zoning change is approved, April plans 
to build 2,000 condominium units at approximately $0,000 per unit. If April is 
unable to get the desired zoning, the company will construct 200 single-family 
houses ranging in price from *$40,000 to $60,000. The company is not in the 
business of selling unimproved raw land. Provided the zoning is changed, April 
feels that comparable land would sell for $8,000 to.$10,000 per acre. The 
property is located in suburban New Haven approximately 15 minutes away from the 
heart of the cicy. Tentative plans for the development call for country club style 
living, with golf course, tennis courts, swimming pool, etc. As this construction 
is in the States, April will have to svb-contr’.ct the major sclents of the project. 
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Nevertheless, management feels that it will be able to maintain its level of 33a 

profitability. 

( Terrazo Companies 

j 

April recently acquired the outstanding stock of three interrelated 
companies in Puerto Rico engaged in the manufacture and sale of terrazo floor 
surfacing. The acquisition provided for payment of $4C9,000 in cash and a maximum 
of 150,000 shares of April's stock to be paid over a three-year period. Payment 
is based on net earnings of $1,350,000 over the three-year period. Management 
believes this acquisition, on which earnings will be tax free for ten years, could 
provide profit of $600,000 in 1973. The companies whan acquired had sales of 
approximately $1.2 to $1.3 million and net of $450,000. Their net asset value 
exceeds $300,000. Management estimates that as much as 107. of the cost of con¬ 
struction is terrazo floors, each house using approximately $800 of terrazo 
flooring. April was having some difficulty in acquiring the amount of terrazo it 
used as quickly as was needed, 

(13) Marble Company 

April recently announced the acquisition of Associated Marble, a 
company engaged in the production and sale of marble in the U.S. and Italy. The 
company owns and operates its own marble quarries in Carrera, Italy, and also 
leases mineral rights from others. Terms of the acquisition call for the issuance 
of 159,000 April common shares payable over a five-year period beginning at the 
end of 1973. The price is subject to adjustment in the event that net earnings 
do not reach an aggregate of $2 million through the end of 1976. April intends*to 
set up a facility for cutting the marble in Puerto Rico so that all earnings are 
expected to be tax free. Management estimates that this acquisition will cut its 
cost of marble by 507. (to $1.50 frem $3.00 per sq.ft.) , in addition to providing 
it with a captive source of marble. Associated is currently producing 1% million 
square feet a year, but with the ongoing installation of new machines, production 
can be increased to 10 million square feet over the next year or two. April alone 
will be able to consume $2 million worth of marble in 1973. In Santa Maria, for 
example, April is using approximately $3,000 worth of marble per home. Associated 
Marble currently has sales of around $2 million a year and profits of $100,000; 
however, in 1973, April estimates sales of this company will increase to $5 million 
with earnings in the neighborhood of $409,000. 

MANAGEMENT 

The active management team at April is composed of Arthur Feder (President), 
Morris Demel (Executive Vice President), Nathan Aptekar (Vice President St Treasurer), 
and Stanley Silver (Vice President & Secret.ry). The average age of top manage¬ 
ment is in the early for_ies. 

Mr. FeJer was a principal stockholder and a Vice President of Futura 
Development, new a subsHiar? of the company, for the past five years. Prior to 
1965, ho wn3 an officer and principal stockholder of various corporations engaged 
in the’building business (largely one and two-family homes and garden apartments) 
in the metropolitan New York area. 

Mr. Aptekar was essentially ergiged in tne same activities as Mr. Feder, 
nr.d also held positions of Vice Proliant and principal stockholder of Futura. 
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Mr. DeneL was similarly involved with Futura Development for the past five 
years. From 1952 to 1965 Mr. Demel was a project manager for Development Inter¬ 
national Corporation in Puerto Rico. 

Mr. Silver was also a Vice President and principal stockholder of Futura 
Development for "the past five years. 


FINANCIAL 

Tie company is in satisfactory financial condition. No new financing is 
anticipated cr'.et the next 12 to 18 months. Credit lines seem ample; of a $2’; 
million line of credit with Security National, April has taken down approximately 
half. As of the end of 1971 (the last available balance sheet) the current ratio 
was 1.3 to 1. Long term debt is negligible. The company's financial condition 
was significantly strengthened by tne February offering of 325,000 shares at $13 
a share This offering netted the company approximately $2.6 million. The tund„ 
were used to reduce short term debt and increase available.working capital tor 
various Puerto Rican housing projects. Shareholders equity as of June 30; -97., 
totaled $4.8 million. 


Leon E. Simcoe 
Research Department 
October 25, 1972 


i 

LES/ns 


ADDITIONAL INFORMATION AVAILABLE UPON' REQUEST 
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PROJSCTION FOR 1973 , 35 a 


Project 

Units 

Amount 

Pre-Tax 

> 

Sierra Linda (Biyamon) 75% completed 

150 

$ 2.5 

Mil. 

$ 900,000 

Gramco Development Corporation (DCA project) 

300 

2.9 


750,000 

Las Piedras 

200 

4.6 


800,000 

Jardines Condado Moderno (Caguas) 50 completed 

152 , 

1.8 


400,000 

Villa Evangeline III (Villa II and Villa III) 

144 

2.7 


800,000 

Terrazo - Tax free subsidiary 

— 

1.8 


600,COO 

30% net no taxes 

946 Units 

$ 16.3 

Mil. 

$4,250,000 


MOTE: Assuming the terrazo company is tax free and assuming a 404 tax rate 
net income is $2,790 million or $1.93 per share. 


PROJECTION FOR 1974 


Proiect 

Units 


Amount 

Pre-Tax 




4 

ic 

Connecticut 

200 

$ 

8.0 Mil. 

$1,000,000 

Gramco Development Corporation (DCA project) 

300 


2.9 

750,000 

Las Piedras 

200 


4.4 

800,000 

Toa Alta 1 

. . 200 


4.5 

800,000 

Pio Grande 

200 * 


4.6 

800,000 

April Plaza Condominium (21 Floors) 

• 

456 


13.3 

3,000,000 

Terrazo 

— 

_ 

2.3 

750,000 


1,556 Units 

$ 

40.0 Mil. 

$7,900,000 



NOTE: The same assumption as for 1973 but in addition, we assume 1.65 million 
-shares outstanding. Met income is $5.04 million and per share is $3.03. 

* If favorable rezoning Is received these figures could be considerably 

1 i r* *r 















a rs 


• 

As at 

December 31 


1971 

19/0 

ENT ASSETS: 




$ 176,856 

$ 482,474 

ertificate of deposit-pledged ... 

200,000 


unds in escrow .. 

50,000 


undry receivables . 

149,404 

23,923 

ompleted houses . 

35,145 

45,600 

osts and estimated earnings in 

excess of billings on 



uncompleted projects . 

4,393,987 

1,442,679 

and and land development costs 



held*for future construction 



and sale, at cost . 

528,823 

3,113 

aventory of construction materials 
and supplies at the lower of 

cost or market . 

85,686 

48,649 

repaid Expenses . 

18,383 

16,581 

Total Current Assets .. 

5,638,284 

2,063,019 


jndry Receivables and Other 

Assets . 125.373 116,026 


.xed Assets - at cost, partially 
pledj'ed . 

460,814 

341,126 

Less: Accumulated depreciation 

158,418 

100,868 


302,396 

240,258 

$6,066,053 

$2,419,303 
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L1ABILITIES AND STOCKHOLDERS' EQUITY 


CURRENT LIABILITIES: 

Notes payable - banks . 

Netes and loans payable - others. 
67, Convertible Promisor> Notes .. 

Construction advances and demand 
note payable - 

collateralized by land being 
developed 

Current portion of long-term debt 
Accounts payable . 

Accrued expenses and other 

liabi’ities .. 

Due to stockholders .. 

Due to affiliated company . 

Puerto Rican income taxes - 

Currently payable .. 

Deferred ._. 

Total Current Liabilities .. 
Long-term Debt, less current 

portion.*. 

Deferred Puerto Rican Income Taxes 

Deposits on Houses . 

Deposits on Houses (held in escrow) 

Stockholders' Equity: 

Common Stock: 

Utah shares: issued and out¬ 
standing 4,992.500 shares ... 
Delaware shares: issued and 
outstanding 1,228,125 shares. 

Capital Surplus .. 

Retained Earnings . 


As at 
1971 

$ 530,000 

76,000 
160.000 


1,122,987 

76,325 

458,700 

337,275 

628,577 

77,905 

503,468 

511,600 

4,482,837 

59 908 
35,600 

2,000 

2,000 


December 81_, 
1970 

$ 250,000 

103,500 


61,406 

368,401 299,182 

1.057.901 101, 939 

1,487,708 650,74*6 

$6,066,053 $2,419,303 


29,386 

80,507 

326,502 

187,050 
241,060 
79,505 

64,500 

251,432 

1,613,442 

S 

119,515 

35.600 

16.600 
16,600 


249,625 

249,625 


ON 

0 ) 
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OTHER RESEARCH REPORTS AVAILABLE 


(1) 

AMERICAN AIRLINES 

(12) 

HORIZON CORPORATION 

(2) 

BERKEY PHOTO 

(13) 

IGLOO CORPORATION 

(3) 

COIT INTERNATIONAL 

(14) 

LA-Z-BOY CHAIR COMPANY 

(4) 

CONTINENTAL AIRLINES 

(15) 

QUESTOR CORPORATION 

(5) 

EASTMAN KODAK 

(16) 

RUSCO INDUSTRIES 

(6) 

FOX STANLEY 

(17) 

SAXON INDUSTRIES 

(7) 

CAT CORPORATION 

i 

(18) 

SCOA INDUSTRIES 

(8) 

GEON INDUSTRIES 

(19) 

SUN CITY INDUSTRIES 

(9) 

GIANT STORES 

(20) 

TOOL RESEARCH 

(10) 

GILBERT FLEXI-VAN 

(21) 

WALLS INDUSTRIES 

(ID 

HAYES-ALBION 

(22) 

WEIGHT WATCHERS'INTERNATIONAL 


i 




EXHIBIT D - tROGRESS REPORT 38a 

Hentz Corporate Finance Report 


PROGRESS REPORT 


August 1, 1972 


APRIL INDUSTRIES, INC. * 

(OTC, NASDAQ: APRL) 

$0.31 
$0.77 
Mo.**: $1.00 

$1.25-1.30 
13. Ox 
10.4x 

*Yoar ends December 31st 
**Tv;elve months ending March 31st 


Recent Price: 

1972 Range: 
Dividend: 

Shs. Outstd: 

Shs. Publicly Held: 


13 

18*s-10 (Bid) 
Nil 

1,445,125 
375,000 




Share Earnings 1971*: 
Share Earns. Latest 12 
Share Earnings 1972E: 
P/E Latest 12 Mo.: 

P/E 1972 Earnings: 


' I ntroduction 


V7e believe April represents an excellent investment opportunity in the 
homebuilding industry for the reasons outlined below: 

1. Earnings per share are expected to increase at least 63%, 
from $0.77 for the year ended December 31, 1971 to $1.25-1.30 
for 1972. Per share earnings of $1.00 for the latest 12 
months ended March 31, 1972 were 30% ahead of year end earnings. 
Management is estimating per share results for the June quarter 
of at least $0.25, up 47% from the same period last year. 

2. The stock is currently sell ng at 10.4 times estimated earnings 
of $1.25. In our opinion, ;_he common stock of April Industries 
is undervalued and we recommend purchase for businessman's risk 
accounts seeking capital appreciation over the near and long 
term periods. 

3. The company's demonstrated profitability and the growth in the 
Puerto Rican homebuilding market shows every indication of con¬ 
tinuing as outlined more fully below. 


Exhibit D 


*H. Kent? & Co., 
common stock. 


Inc. is one of the primary market makers in the company's 
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April Industries plans and develops low and medium cost communities in 
Puerto Rico. These developments consist of either single-family homes, 
rjarden apartments or condominiums and sometimes combinations of the above. 

A considerable portion of the company's sales are to the Puerto Rican Govern¬ 
ment's housing administration (CRUV) pursuant to turnkey contracts. All 
other sales to private buyers are under FHA-insured or VA guaranteed mortgages. 
The company maintains its own work force, which allows it to maintain strict 
operating and quality control over all phases of a project's development. 

The Puerto Rican Homebuilding Situation 

At a recent field trip to a number of its building sites in Puerto Rico 
by a group of security analysts, the management of April provided a narticu- 
is^ly lucid description of how April was able to generate net profits after 
taxes equal to 19.4% of total revenues for the year ended December 31, 1971 
and how it plans to maintain that margin of profitability in the future. Pre¬ 
sented below are some of the economic and market factors which contributed to 
this profitability and which should continue to do so in the future. 

The homebuilding industry, by its very nature, serves basically a local, 
at very best, a regional market. There is no national market per se for a 
three-bedroom colonial with center hall, living, dining and family room, or 
a three-bedroom ranch with carport and sunroom. Each region has its own 
characteristics -- market, climatic, economic, sociological, political, 
labor — that not only determines what will be built, but also how profitably 
it will be built. In Puerto Rico, as in few places on the mainland, the factors 
cu 1 ar to the market are such that homebuilding is and should continue to 
be a very profitable business. 

Market Factors 


During 1971, new housing construction in Puerto Rico increased approxi¬ 
mately 20% over the previous year and there is every indication that*this 
rate can be maintained over the next two to three years. This expected 
growth rate should be made possible through (1) desire of the Puerto Pican 
iGovernment, through various U. S. government subsidy and mortgage guarantee 
programs to relocate as many as 40,000 families living in sub—standard con¬ 
ditions to low and moderate—cost housing and (2) the continuing industrializa¬ 
tion programs being sponsored by the Puerto Rican Government to provide stable 
factory employment which will provide the Puerto Rican family with the means 
for purchasing decent housing. This industrialization effort and the high 
unemployment late on the mainland, it appears, could also be attracting Puerto 
Ricans living on the mainland back to their homeland, creating an additional 
demand for housing. 

One of the important characteristics of this market is that in spite of 
a generally lower standard of living, prices for new Puerto Rican homes are 
comparable to similar homes in the U. S., yet the cost of construction in 
terms of labor and amenities is considerately less. This provides a greater 
margin of profit for the homebuilder. 
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Accepr.ar.c3 of high density single-family developments by the consumer 
allows the builder co offset somewhat higher prices for land and maximizes 
the return on development costs such as roads, sewers -nd electrification. 


Another interesting factor brought out on a number 
the Puerto Ricans' preference for cement housing. This 
the competitive threat of mobile homes and prefabricated 
This, it appears, should also help maintain full pricing 
currently being constructed in Puerto Rico by April. 


of occasions was 
largely eliminates 
or modular housing, 
for the type housing 


Political Factors 


A majority of the housing built by the company has been sold to the 
Puerto Rican Government pursuant to turnkey contracts. This market should 
continue to play a large role in the company's future growth. Th^refo^e 
the continuance of government funding for subsidized housing is a"k°y element 
of the company's future prospects. Though no one can predict with certainty 
the extent of additional government funding, there are two factors which bode 
well for a continued flew of public funds into housing: 


1. Increasingly, Puerto Rico is becoming the showplace of 
American influence in Latin America. Housing is a key 
factor in making Puerto Rico an example of a progressive 
and developing capitalistic country. 

2. As far as can be determined, the Puerto Rican housing 
administration (CRUV) has been completely free of the 
scandals that have plagued numerous mainland housing 
administrations. This performance should command the 
attention of federal administrators as funds are 
allocated in the future. 


Economic Factors 


Economic growth in Puerto Rico has been very rapid. Gross oroduct has 
increased six fold over its 1950 level and has nearly tripled during the 
past ten years. In the year ended June 30, 1970, gross product totaled $4.6 
billion, representing an increase of 11.7% over the prior year. 

Net income has increased from $1.4 billion in 1960 to $3.8 billion in 
1970. Per capita net income is now $1,427 compered with $582 in 1960. 

In a period of two decades, the Puerto Rican economy has shifted from an 
agricultural economy to one that is predominantly industrial as seen below: 

1950 1970 

$149 mill. $ 184 mill. 

_§2 mill. 95 3 mill. 


Agricultural Income 
Manufacturing Income 
Total 


$238 mill. 


$1.137 mill. 
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This pricing structure seems to be the result of a relatively limited 
supply of good housing, and the fact that the FHA is willing to insure 
mortgages commensurate with current price levels and accepts, for mortgage 
service requirements, the dual earnings status of both husband and wife a 
common characteristic of Puerto Rican household economics. 
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Labor Factors 


In a —intensive industry such as homebuilding, the availability 

productivity and cost of labor are important determinants of profitability. 

Tne Puerto Rican labor market provides the company with an ideal labor sit¬ 
uation. Of importance, not only is labor cheaper than in the United States 
it is also more productive. This situation is the direct result of less 
powerful unions in the construction trades than generally found elsewhere. in 
i.act, management is able to use its laborers across skill lines, whicn con¬ 
tributes to their efficient utilization. This'~Ti“ixtremeIy difficult to 
achieve m the U. S. market where union power keeps management in strict com¬ 
pliance with narrowly defined work rules. Because worker attitudes and turn¬ 
over are favorable when compared with major U. S. markets, costly training and 
supervisory overhead is kept to a minimum. This situation translates into 
meaningful profits for the company. 


Climatic Factors 


Climatic factors bear importantly on construction costs in mor« subtle 
ways. Since Puerto Rico has a semi-tropical climate, houses are constructed 
more simply and with less expensive materials than in colder climates. For 
example, central heating systems and insulation are eliminated. Windows of 
^glass found in all U. S. homes are replaced with metal louvers. The exten- 
sive use of cement is made possible because of the sunny and mild climate 
| Similar construction would be damp and cold in northern areas. 

The mild climate also allows the company to build uninterruptedly through¬ 
out the entire year. This keeps the work force intact and reduces temporary 
'stoppages caused by severe weather conditions. 

Sociological Factors 

In its single-family housing developments, the company builds approxi- 
mutely seven hon.es P*r acre (the Puerto Rican aero is approximately 4,000 
sq. ft. smaller than the II. s. acre). This high density for singlo-familv 
seems to be the result of two factors: 


housing 

1 . 


lack of adequate public transportation requires that Deople 
live closer to their work, creating a scarcity of land in 
the more industrialized areas 


2. 


a 

ve 


n island type psychology that appreciates that land i - -» 
ery limited resource, whose use*should be maximized. 
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This economic growth should be maintained as an adequate labor supolv, 
low wage rates and the Commonwealth Government's tax incentive program con¬ 
tinues to attract both American and European new industry. in addition" a 
recently completed limited access highway connecting both ends of the Island 
should open up previously inaccessible areas to development. 

Company Developments 

Vertical Integration - Recent Purchase 

The company has recently concluded the purchase of a manufacturer of 
terrazzo floor surfacing, a product used extensively in April's develop-" 
ments. This forward integration will provide the company with a signifi¬ 
cantly lower cost for flooring in addition to adding sales and profit from 
sales to outside sources. This acquisition includes a payment of $400,000 
in cash and a maximum of 150,000 shares of common stock to be paid over a 
three-year period. 

New Condominium Project 

April recently purchased a three and one-half acre site to be used for 
the construction of 384 high rise condominium units. The ground floor of 
this unit will be rented to commercial tenants. This site is within easy 
walking distance to the Island's largest judicial center and hospital. it 
is also close to the new banking and commercial center in metropolitan San 
Juan. The company is planning on selling these units starting at $23,000 
per unit. This price category is designed to fill a void in the Puerto 
Rican condominium market as presently available condominium units sell at 
substantially higher prices. 

Operating Control 

April continues to maintain tight daily operating controls over its 
construction activities. The fact that the company has its own work force 
that is capable of handling each job from site preparation to the finishing 
touches on each house, adds immeasurably to management's control over its 
operation. This shortens the manufacturing cycle, thereby reducing the funds 
tied up in work in progress. 3y maintaining its own work force, the company 
•is able to maintain the integrity of quality not often found with other home¬ 
builders that basically act as general contractors. 

In our opinion, the factors outlined give April Industries the attractive 
ness of a special situation in the homebuilding industry. Vie believe that 
its above average profitability and growth will continue into the future. At 
the present time, it has approximately 700 acres under option or owned. At 
seven houses per acre, the company has building sites for approximately 4,000 
units, a four to five year supply. 
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Connecticut Development 


**3a 


P ’-•>nor 


The company recently acquired a 200-acre tract of land a short distance 
from New Haven, which is presently zoned for one acre single-Ianily hemes. 
The company plans'to develop garden apartments and is currently pursuing 
the necessary zoning changes. 


Earnings Projection 

Earnings are projected at $1.25 to $1.30 per share for the year ending 
December 31, 1972. This is based on revenues of approximately $10.0 million, 
up more than 100% over the previous year, and an after-tax margin 18 to 19%. 
A larger percent of the company's revenues are expected to be generated by 
sales to private buyers. This should help maintain current pre-tax margin 
levels as private sales tend to be more profitable than turnkey contracts. 


Statistical 


/ 


12/31/71 


12/31/70 


Sales: 

Turnkey 

Private 

Total 


$3.7 mill. 75% 
1.2 mill . 25% 

4.9 mill. 100% 


$3.2 mill. 84% 

0.6 mill . 16% 
3.8 mill. 100% 


i Pre-tax Income 
Pre-tax Margin 
Tax Rate 

I 

Net Income After Extra¬ 
ordinary Item (000) 


1.6 mill. 
32.5% 
40.5% 

$956 


0.8 mill. 
20.8% 

3 7.6% 

$386 


Per Share 


$0.77 


$0.31 


December 31, 1971 


Pro Forma* 


Current Assets 
Current Liabilities 
V7orking Capital 
Other 7\ssets 
Fixed Assets (net) 

Net Assets before long term 
debt and deferred taxes 
Long Term Debt 
Deferred Taxes 
Stockholders' Equity 


$5,638,284 

4,482,837 

$1,155,447 

125,373 

302,396 

$1,583,216 

59,908 

35,600 

$1,487,708 


$7,582,604 

3,982,837 

$3,599,767 

125,373 

302,396 

$4,027,536 

59,908 

35,600 

$3,932,023 


♦after giving effect to the recent sale of common stock 


Ronald P. Abate 

T * • formation on tnij ond ony following pjjes ift from source* considered r.•' .bit bu» s not g.amnteed os to accuracy and dot* rot pjrpc'r to be o^G'**** 
7e s » n-r»ob* 'onttrutd as an offerto sell or the solicitation of offers to buy sell the serurtties of the companies mentioned herein. The f.rm si 1. 

£ Co., Inc., and/or it* officers, directors or stockholder s ond/or members o» the.r families noy hold o position in the securities mentioned herein. 








EXHIBIT E - REPORT 

COHEN, SIMONSON & REA 

INCORPORA TED 

Established 193d 

Members: New York Stock Exchange • American Stock Exchange 
111 Broadway, New York, N. Y. 10006 . telephone 964-3600 


April Industries 
(APRt-OTC) 

Recent Price: 13 7/8-14 1/4 


Ea.-rings Per Share 

Year End December 31 I ndicated Dividend 

1973 - $1.80 - $1 .’90 Proj. None 

1972 - 1.40 Est. 

1971 - 0.77 Capitalization as of Feb. 3, 1972 

1970 - 0.39 (1 ) 1 - 

Long Term Debt: $141,259 
Common Stock: 1,445,125 Shares 
(1) Before an estraordinary charge of $0.03 a share. 


Summary and Opinion 

April Industries is believed to be Puerto Rico's fastest- 
growing builder o' ringle-famil homes and garden apartments. Assembled 
into its present form through the 1970 and 1971 consolidation of several 
closely-allied Puerto Rican homebuilding operations, April has in recent 
periods gained an increasing stake in the island's steadily-expanding 
construction activities. Per share earnings in 1971 increased to $0.77, 
up from $0.39 (before an extraordinary charge of $0.03) on a 26% gain 
in revenues to $4,923,859.. Reflecting significant recent expansion in the 
scope of its operations, per share earnings for the first half of 1972 
(ended June 30) advanced to $0.55, compared with $0.29, on a 2.1-fold 
rise in revenues. Based on the Company's present level of construction 
in progress and additional work it plans to undertake before year-end, 
we believe that April could record per share earnings of approximately 
$1.40 in 1972 on a revenue base of some $10,000,000. With the Company’s 
prospects over the balance of 1972 favorably defined and with an American 
Stock Exchange listing likely before year-end, we regard the common shares 
as an attractive purchase for possible intermediate to long-term appreciation. 

The Puerto Rican Economy, Its Homebuilding Industry and April 

The economy of this U.S. - owned territory has grcwn rapidly 
in recent years. An influx of subsidiaries of major U.S. - based corporations 
(favorable tax concessions and relatively low-cost labor have combined to 
make this island an attractive location for conducting a wide range of 
manufacturing activities) has provided the impetus to economic growth acc¬ 
ompanied by rapid gains in per capita income. The immediate offshoot of 
this economic improvement has been an increasing demand for adequate housing. 
While in each year between 1965 and 1971 the number of new housing units 
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completed has ranged between approximately 18,500 and 22,500 dwellings, 
substantial pent-up demand remains. 

One trend that has arisen in recent years and which we would 
expect to continue is an increasing emphasis being placed upon privately- 
owned homes and a corresponding demphasis on the publicly-owned sector of 
the residential construction market, principally FHA 236 dwellings. The 
immediate reasons for this trend appear to be: first, the island's rising 
per capita income, and second, Section 235 of the National Housing Act 
which provides interest subsidization on mortgage loans to the private 
buyer with a maximum annual family income of $5,000. For 1972, the 
Federal Housing Authority has assigned to Puerto Rico funds sufficient 
to generate the construction of some 10,000 dwellings under the Section 
235 program. Based on the level of residential! construction in Puerto 
Rico during the first half of 1972, we believe that total unit completions 
for the year could reach a record 23,000 homes, compared with 21,697 units 
in 1971. Our estimate inclused 18,000 dwellings which would fall under 
the private-ownership category, with the remaining 5,000 homes to qualify 
as public housing. 

The relative importance of Puerto Rico's homebuilding industry 
is perhaps best understood as it relates to the island's gross national 
product. Homebuilding is presently accounting for approximately 10% of 
the dollar value of Puerto Rico's economic activity. While it is unlikely 
that residential construction will account for as high a percentage of the 
island's * Didly expanding gross national product in the years ahead, it 
appears HMy that the industry will be able to add at least 20,000 new 
dwellings per year in the foreseeable future. Both Washington's vested 
interest in maintaining a growth-oriented Puerto Rican economy amidst the 
economic and political turmoil which has characterized Latin America, and 
the island's historically low rate of defaults on FHA-insured mortgage 
loans (less than h of 1% in recent years) reflect well on the homebuilding 
industry's prospects for future growth. 

Puerto Rico's homebuilding industry is a highly fra;., 
one with no single firm possessing a dominant foothold. While the i ,j 00 
to 1,100 dwellings April should deliver in 1972, or somewhat more than 4% 
of all homes to be constructed on the island during the year, will qualify 
the Company as a leading factor in the industry, a number of competing firms 
(including Rexach, Atlantic Quality, Bird, Interstate, and the Puerto Rican 
divisions of both Levitt and Centex) are believed to each have comparable 
or somewhat greater shares of the residential construction market. What 
distinguishes April is the integrated nature of its building operations. 

Unlike its competitors who subcontract substantially all of the construction 
work they undertake, April is able to rely almost exclusively on its internal 
capabilities. The most noticeable difference in April's method of construction 
is the Company's unparalleled ability to deliver a completed dwelling unit 
in a period of less than 12 weeks. Viewing Apri1's integration somewhat 
more closely, we believe that this single factor alone has enabled the Company 
to evolve as the island's most profitable builder. We feel that April's 
competitive stature in its industry should enable the Company to account 
for a minimum of 10% of all new homes completed in Puerto Rico in each year 
by 1975. 





Assuming no growth in the total number of homes delivered in 
Puerto Rico between 1972 and 1975, which we feel is highly unlikely, the 
expansion we foresee in April's share of tne residential construction 
market should enable the Company to increase its revenue base at a 
minimum compounded annual rate of 25 s over the next three years. However, 
what we believe is more likely to happen between 1972 and 1975 is a gradual 
but steady increase in the total number of homes delivered in Puerto 
Rico in each year, an increase in April's market share to a figure somewhat 
above the 10,9 level, and a programmed expansion by April of its base of 
operations to include attractive residential construction markets along 
the eastern coast of the U.S. 

T he Company 


April Industries was structured into its present form through 
the 1970 and 1971 consolidation of several closely-allied Puerto Rican 
homebuilding operations. The original group of companies which now comprise 
April were formed at varying times between 1966 and 1969. From an entity 
with a pro forma revenue base of only $1,312,000 as recently as 1963, 

April has emerged as a dynamically growing corporation whose revenues 
sfould expand to at least $10,000,000 in 1972. 

What makes April somewhat unique among its counterparts in 
the homebuilding industry is its high degree of vertical integration. Rather 
than acting as a general contractor supervising a group of sub-contractors, 
April is engaged in virtually all aspects of home construction from site 
planning and development through trie actual erection and finishing of the 
dwelling unit. The Company is able to achieve high level economies of 
scale through the simultaneous construction of 100 or more homes. This 
method of operation enables April to keep its work crews almost constantly 
active and to thereby minimize the time required to complete a home. 

Virtually the only construction service the Company has strayed 
away from has been tne ownership and operation of a concrete facility. 

April's reasoning for avoiding this one basic area has been the significant 
capital requirements such an operation would necessitate and the relatively 
low return on investment characteristic of this pnase of the construction 
business. By contrast, no single area of April's construction operations 
can accurately be described as capital intensive or providing other than a 
significant return on invested capital. 

Two factors are believed to be most significant in accounting 
for April's inordinately profitable building operation: first, a highly 
efficient and low-cost labor force in the absence of trade unions, and 
second, the relatively inexpensive reinfo ced poured concrete .ills and 
plastered interiors and exteriors which the extremely humid climate 
require have combined to keep building costs to a bare Minimum. At 
present, the only building trade in Puerto Rico which is unionized is the 
heavy equipment operation area. Union organization in the other trades 
is either in the earliest stages of formation or virtually non-existent. 

With labor costs ranging from $1.60 per hour for unskilled labor to $3.25 
per hour for the core highly skilled concrete workers (overtime pay generally 
•runs up to 100' higher), April is oft-o able to keep its production running 
for as long as 12 Hours a day. 1 he use of concrete as the basic building 
product has aided the com,puny in keeping its projected costs well under 
control. Wi tli concrete costing o* : : i 7 per cubic yar I >( oint of delivery 
and with the average three-bedroom, two-hiturooifi home which .ells for 
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approximately S24,000 requiring some SO cubic yards of concrete, April is 
able to run a I airly accurate check on its material costs while incurring 
a minimum of waste. 

The single variable which Puerto Rican homebuilders seem to 
have the least control over is the high cost of land. Today, it is not 
uncommon to see large tracts of residentially-zoned acreage, which require 
substantial site preparation expenses, selling for up to c , 10,000 per acre. 

One of April's strongest points is its inventory of some 700 acres of 
residentially-zoned land (more than 5,000 homesites) which represents 
tracts either owned or controlled by option. An asset which : s not 
clearly visible on the Company's balance sheet is the now significant 
difference between the cost of April's land inventory and today's fair 
market valuation. Although historically most profits have been derived 
from construction activities, the land inventory should play a major role 
for the next three to five years in maintaining the high level of profitability 
of April's Puerto Rican operations. 

At July 1972, the value of work April had under varying stages 
of development coupled with work scheduled to start before year-end amounted 
to $54,113,000. Of this work load, homes for the private buyer under 
Section 203 of the National Housing Act represented 44 ; subsidized housing 
for the private buyer under Section 235, 24"; public housing, principally 
Section 236 turnkey projects for the Puerto Rico Urban Renewal and Housing 
Corporation (CRUV), 22%; and commercial arid general construction work, 
the remainder. 

April's backlog of work, all of which is concentrated in the 
northeast portion of the island, includes four developments for private 
buyers with single-family homes ranging in price from approximately 
$20,000 to $70,300; three projects being built pursuant to turnkey contracts 
for CRUV with average unit selling prices of $16,650 to $23,000; 304 
single-family units being built against a contract for $3,621,000; and a 
30-story structure which will combine office space on the lower floors with 
456 condominium apartments above. 

Not included in April's backlog of work is a joint-venture 
with American Stock Exchange-listed Development Corporation of America. 

This project, which will eventually include 850 hemes for private buyers 
with an average selling price of $25,000, is being developed under a 
management contract which ’will enable April to receive 60% of the profits 
realized or incur 50% of any losses. While to date the joint venture 
has recorded a loss of more than $300,000 due to lower than sufficient 
pricing on the TnitTal units delivered, we believe that the project should 
be on profitable footing before year-end, and that it could make a substantial 
contribution to earnings in both 1973 and 1974. 

While the profitability of the public housing segment of April's 
backlog (about $13,500,000) could come under some pressure due to increased 
building costs which will not be able to be passed on against contracted 
delivery prices with CRUV, we feel that the relatively more elastic pricing 
which characterizes the private and commerical building segments of the 
Company's business will provide more than adequate compensation to net 
margins. In 1971, April was able to record a profit which amounted to 
approximately 19% of its sales volume after a 41% tax rate. In the first 
six months of 1972, the Company's level of profitability held at precisely 
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the same rate despite the impact of the unprofitable joint venture 
with Development Corp. He believe that over the balance of the year, 
an improved performance by the joint-venture could contribute to slightly 
improved prefit margins. Viewing the Company from a long-run perspective, 
the potential cf subs tan tia1 profits from its joint-venture, April's 
on-going shift in emohasis from the public housing field to the more 
profitable private residential and conme'-cial areas, and the profit" 
potential for 1973 and 1974 of a high-rise office and condominium structure 
on which construction is to commence later this year coulo combine to 
result in an extremely high level of profitability for some time to comp. 

In August 1972, April announced trie acquisition of a orouD of 
interrelated companies engaged in the manufacture and sale of terrazo floor 
surfacing for a price of up to $400,000 in cash and 150,000 shares of April 
common. The pay-out by April will be contingent upon the acquired companies 
attaining a specified level of earnings over the next few years. 

In a move which may lead to April's initial development outside 
of Puerto Rico, the Company recently acquired 200 acres of land near hew 
Haven, Conn, for $300,000 in cash. While the land is presently zoned for 
the construction of 200 single-family homes, April has applied for a 
variance which, if granted, would enable the Company to build up to 2,400 
garden apartments on the site. 

Finances 


While April's current ratio at December 31, 1971 was only 1.3 
to one, the Company's finances were significantly improved through its 
February 1972 sale of 217,000 common shares (as part of a 325,000 share 
offering sold through a group headed by H. Hentz $ bo., Inc.) which resulted 
in net proceeds to April of $2,595,000. In addition, April's working capital 
position is supported by substantial lines of credit secured by its on-going 
developments and supplemented by lines of unsecured ere lit. With the recent 
extension of a $2,500,000 line from Security National Bank (the line had 
formerly been for only $1,900,000) at i rate of up to lv above the prime 
rate, there appears to be little need for a major financing a f the present 
time. 

A ccount ing 


On dwellings delivered under contract to CP'JV, April recoqnizes 
sales and earnings on a percentage of completion basis. However, sales of 
homes to private buyers (substantially all such units are sold before or 
during construction) and earnings thereon are recorded upon completion. 

Ea rnings 


Revenues n 1971 advanced 26 from those of the prior year, 
benefiting from an increased on-going level of work under contract to CRUV 
and a higher dollar volume of homes delivered to private buyers. After 
giving effect to a pro 'orma adjustment to 1970 figures (reflecting the 
consolidation of a previously outstanding minority interest), net income 
climbed 95,. Share earnings were $0.77, up from $0.39 (before an extra- 


-over- 
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ordinary charge of $0.93). For the first half of 1972, net income rose 
2.1 - fold on an approximately equal percentage gain in sales. Share earnings 
increased to $0.55, from $0.29, on a greater average number of shares 
outstanding. Based on the Company's present level of construction in pro¬ 
gress and additional work it plans to undertake before year-end, we believe 
that April could record per share earnings of approximately $1.40 in 1972 
on a revenue base of some $10,000,000. 


Conclusion 


Presently trading at only ten times our estimate of earnings 
for the current year and less than eight times projected earnings for 1973, 
we believe that the common shares are giving little weight to the Company's 
favorable prospects for the period ahead. Speculative commitments are 
recomnended for possible intermediate to long-term appreciation. 

Income Statistics (Million $) and Per Share ($) Data 


Year End 

Net 


Net 




December 31 

Sales 


Income 

Earnings Per Share 

Price 

Range 

1973 

$15.00 

Proj 

- 

$1.80-$l.90 Proj. 

_ 


1972 

10.00 

Est. 

- 

1.40 Est. 

18 1/2 

-10 1/8 

1971 

4.92 


0.96 

0.77 

21 

-11 

1970 

3.89 


0.25(1) 

0.39(1) 

- 


(1) Before 

extraordinary 

charge of 

$0.08 a share. 




Richard M. Lilly 
Research Department 
August 14, 1972 
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THE SPECIAL SITUATION: APRIL INDUSTRIES 
COMMON STOCK RECENT PRICE:12'/, TRADED:OTC 


April Industries is a fast-growing 
homebuilder in Puerto Rico, with 
project expansion onto the main¬ 
land U S. imminent. Its shares, 
which could he listed on the Ameri¬ 
can Stock Exchange before \ear- 
end, are of interest for the following 
reasons; 

• Over the past three years (1969- 
71). starting, admittedly, from a 
small base, sales have almost quad¬ 
rupled while net income has climb¬ 
ed from $20,000 to nearly $1 million 
last year. 

•This year (ending December 
•list), a doubling of sales and net 
income is a minimal expectation; 
this equity is now selling at only 10 
times projected 1972 results. 

•The company’s wide profit 
margins will likely remain at the 
present levels because of a tightly 
controlled production schedule 
made possible by an unusually well 
integrated work force; April does not 
use subcontractors. 

•The company is almost debt free, 
land inventory and credit lines are 
adequate. 

•Long term prospects are excel¬ 
lent: appreciation potential to 1975 
77 is about I fX>%. 


age. However, fueled by abundant 
credit at liberal terms (Federal and 
Commonwealth mortgage tools and 
institutions), the value of home- 
building in Puerto Rico this year 
will exceed 8400 million, or about 
10% of the island's gross national 
product. The present annual 
construction rate of 23,000 units is 
comprised primarily of private dwell¬ 
ings, with only about one-fifth being 
government-sponsored public hous¬ 
ing, whose share of the market has 
been declining steadily. 

Much of the momentum for the in¬ 
crease in private dwellings derives 
from Puerto Rico’s emerging middle 
class, with its ready access to FHA 
and VA mortgages. Moreover, Wash¬ 
ington apparently wants Puerto Rico 
to be a "showcase” for politically 
volatile Latin America. Accord¬ 
ingly, we expect continued dramatic 
growth in Puerto Rico’s single-family 
housing market. 

To a Puerto Rican, his home is in¬ 
deed his castle. As such, it is by far 
his largest personal investment. The 
repossession rate on FHA mort 
gages is unusually low. By the same 
token, with local citizens interested 
in a house with a solid concrete foun¬ 
dation on a plot of land, the island's 
mobile home market is almost non 
existent 


the issue 

AT A GLANCE 

• Special Situation: April 
Industries, which is primarily 
involved in building moderately 
priced housing in Puerto Rico, 
offers superior appreciation 
potential over the longer pull. 
The company is also expanding 
its ma.nland operations. For our 
analysis, see left. 

• Value Line View: Just about 

everything’s coming up roses in 
the economy, but the stock mar¬ 
ket remains to be convinced. For 
our assessment of the situation, 
see page 310 

• Weekly Tables: See page 310. 
Note however, that the Value 
Line Averages are available only 
through Monday, July 26. One of 
our computers has been having 
its problems but should he back 
to work in time for the next issue. 

• Weekly Charts: See page 311. 

• Insiders’ Report: For a run¬ 
down on significant officer/ 
director Mock transactions 
througn Miv 10, 1972, see pa j e 
314. 

• Updates: financial General 
(ASE — II) and Spec tor 
Industries (ASE — TL >. 


•Given the company's present earn¬ 
ings momentum, downside risk 
seems minimal jt present price 
levels. 

Island in the Sun 

Lying between the Atlantic and 
the Caribbean. Puerto Rico, the 
easternmost island of the Greater 
Antilles, is 100 miles long by 35 wide. 
Its population of close to three 
million almost equals that of the 
three counties (Broward, Dade, and 
Palm Beach) comprising Southeast 
Florida’s famed "Gold Coast." 

With per-capita incomes rising 
and population expanding. Puerto 
Rico has had a chronic housing short- 


Corporate Background 

The companv’s predecessor, organ¬ 
ized in Utah in 1916 under the name 
Alta Helena Mining &. Milling Co., 
engaged in mining operations. In 
1961, it curtailed mining activities 
and started selling its properties as 
lots for single family homes Such 
land sales activities were termi¬ 
nated in 1968. In 1969, it changed its 
na.ne to April Industries, Inc. 
("April-Utah"). 

In November 1970, April-Utah ac¬ 
quired a 37.5% interest in M D. Con¬ 
struction Co.. Inc., a subsidiary of 
Futura Development of Puerto Rico, 
Inc In April 1971. April Industries, 
lac., a Delaware corporation, was 


organized by April Utah as a wholly- 
owned subsidiary, and thereafter 
April-Utah was merged, the result¬ 
ing entitv being April Industries, 
Inc.,a Delaware corporation. In June 
1S71 April-Utah acquired Futura and 
its subsidiaries, a group of home 
builders organized between 1966 and 
1969 in Puerto Rico. 

April’s present management 
team, which hatl controlled Futura, 
was formed during the tight money 
years of the late 1960’s, when manv a 
U S. builder retreated from Puerto 
Rico back to the mainland. Retore 
moving to Puerto Rico, Xpril's man¬ 
agement successfully built garden 
Continued on page 112 
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THE VALUE LINE VIEW : 
SECOND WIND 

President Nixon may just be ah 1 ** 
to conduct a rocking chair campaign 
for re-election from the porch of the 
White House — at least on economic 
issues. The dramatic rate of gain in 
the gross national product and the 
marked deceleration in the pace of 
inflation during the second quarter 
caught even the Administration’s 
professional optimists by surprise, 
albeit happily so. The stock market, 
how ever, after a couple of rousing 
days regressed into the ho-hum 
attitude with which it has greeted 
most welcome news. Inevitably, we 
believe, as the scope of the recovery 
becomes apparent, prices will work 
higher. 

Specifically, the GNP, which 
measures the country's total output 
of goods and services, rose at a real 
(i.e., excluding the effects of 
inflation) rate of 8.9% in the June 
quarter. This is the fastest pace since 
the last three months of 1965 when a 
9.4% increase was recorded. 

Inflation, as measured by the GNP 
price index, slowed to a 2.1% annual 
pace This was considerably less than 
half the 5.1% rate recorded during 
the first three months of the year. 
During June, the consumer price 
index rose a seasonally adjusted 
0.1%. At midyear, the Labor Depart¬ 
ment’s indicator was only 2.9% above 
the like 1971 level. This marks the 
first time since 1967 that the year-to- 
year gain was less than 3%. Quotes 
on noniood commodities held steady 
on a seasonally adjusted basis for the 
first time since the 90-day wage/price 
freeze imposed last August 15. In 
May, prices for such items were 
rising at a 6% annual rate This is 
significant and favorable in light of 
the tact that while short-run swings 
in food prices are all but inevitable, 
longer range trends tend to be 
dominated by nonfood items. 

Shortly alter the good news on the 
GNP and inflation was released, the 
Commerce Department announced 
t hat t he index of leading economic in¬ 
dicators was up 0.5%) in June. The 
May figure, originally reported as a 
sluggish 0.2%, was revised upward 
to a 1.4% gain. The series, which 
generally foreshadows broad trends 
in domestic business activity, has 
dim lied 25%' in the past 20 months, 
indicating the economic expansion 
can be sustained at least through 
yearend 1973. The aggregate gain in 
the second quarter was 4.2% — the 
strongest showing since the 5% surge 
in the tirst three months of last year 


7-11-72 

7-12-72 

7-13-72 

7-14-72 


THE VALUE LINE AVERAGES 
Composite Industrials Hails 


115.41 120.14 108.07 

114.71 119.34 107.49 

113.94 118.48 106.68 

114.19 118.77 106 47 


Uti'ities 


89.04 

88.89 

88.66 

88.63 


7-17-72 

7-18-72 

7-19-72 

7-20-72 

7-21-72 


113.22 117.67 

112.72 117.12 

112.91 117.32 

112.42 116.75 

112.93 117.34 


105.68 

88.49 

105.21 

88.32 

104.73 

83.50 

105.62 

88.37 

106.24 

88.39 


7-24-72 114.11 118.68 


107.09 83.63 


RELATIVE PRICE PERFORMANCE 
LAST SIX WEEKS 

12 BEST INDUSTRIES 12 WORST INDUSTRIES 


Bank 

Savings Si Loan 

Distilling 

Automobiles 

Drugs 

Petroleum 

Sift Drink 

Brewing 

Steel 

Meat Packing 
Railroad Equipment 
Household Products 


+ 3.8% 

Fasteners 

- G.lT 

* 3.1% 

Heal Estate 

- 

* 2.6% 

Apparel 

- « ji, 

► 1.7% 

Air Transport 

- 7 n 

♦ 1.7% 

Retail Drug Store 

- T V* 

♦ 13% 

Trucks 

- H 1 o 

♦ 0.6% 

Baking 

- 8.7‘; 

«■ 0.07 

Retail Store 

-11 iTj 

- o .2% 

Grocery stores 

-11.47. 

- 0,4% 

Leasing 

-11.77 

- 0.5% 

Retail-Special Lines 

-1H 4' o 

- 0 3% 

Coal 

-19.l f w 


The corresponding change in the 
Value Line Composite Average is -4 1% 


when the econom> was recovering 
from the effects of the strike at 
General Motors. Of the eight avail¬ 
able indicators, four improved — 
average work week, building permits, 
stock prices, and new orders for 
durable goods; new plant and equip¬ 
ment orders were unchanged from 
the previous month. 

Taking a closer look, the new 
orders for durable goods are im 
pressive; bookings spurted 3.6% in 
June, running at an annual rate of 
close to $35 billion. Also of interest is 
the fact that orders tor capital goods 
industries, often a clue to business¬ 
men’s spending plans, rose 11%>. The 
backlog of unfilled orders rose 3.1% 
to an adjusted $76.86 billion; at the 
end of May, industry’s backlog, 
which had risen only 0.6% during the 
month, stood at $74.52 billion. 

The Administration’s efforts to en¬ 
hance productivity and put a damper 
on inflationary wage settlements 
also appear to be paying off 
According to Labor Department 
data, output per hour of work rose at 
a seasonally adjusted pace of 67c in 
the private sector during the June 
quarter For all ot 1971 and the first 
quarter of 1973. the rates of gain were 
3.7% and 3.3%, respectively. 
Increases in compensation per hour 
of work returned to 1971 levels; they 


had risen substantially during the 
first three months of the vear, as 
expected, following the Phase I 
freeze period. 

The Conference Board’s Mav June 
survey of consumers reveals the 
general public is somewhat less 
uneasy about the state of the 
economy hut inclined to he cautious 
about spending plans. Granted pre¬ 
election rhetoric has an indeter¬ 
minately adverse effect, it's none¬ 
theless distressing to learn that 
only 237c of the 10,000 families 
checked believe business will 
improve over the next six months, as 
against 267c in the previous survey. 
Clearly, there has been a breakdown 
in communications somewhere 
along the line 

In point of lact, business is great 
and getting better. Corporate 
earnings in the second quarter were 
up over 157c on a year-to-year basis. 
And prospects for the balance of the 
year are equally favorable Price and 
wage controls have proved no bar at 
all to sustained advances. Since pro¬ 
fits are the principal determinant of 
stork prices, we continue to advise a 
fully invested position for most long¬ 
term accounts, with holdings 
concentrated in issues ranked high¬ 
est or above average for year-a head 
market performance. □0} 
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April Industries 

Continued from page 309 ' 
apartments (Majestic Gardens. 
Inc.) in the highly competitive 
metropolitan New York area. 

April’s experienced but relatively 
youthful management is led by 46- 
year-old Arthur Feder. Mr. Feder 
and two of April's vice-presidents 
(Morris Demei and Nathan Aptekar) 
were born in Poland, and are 
survivors of the Nazi holocaust. 

Operational Self-Sufficienry 

How is April able to acmeve its 
wide profit margins (325% pretax 
last year) in the competitive Puerto 
Rican homebuilding environment? 
The answer centers on the com¬ 
pany’s total construction capa¬ 
bilities: April controls all of its oper¬ 
ations. including earthwork, build¬ 
ing. personnel, equipment, and the 
like. As a result, it is able to provide 
low cost shelter products to Puerto 
Rico’s varied housing submarkets. 

At present, April employs close to 
1.000 workers, most of whom have 
been trained by the company. Many 
of the individual workers have dual 
specialties — for example, plumb¬ 
ing and electrical work. Labor costs 
are considerably lower than in the 
L'.S ; bonuses and overtime pay are 
commonplace There have not been 
any strikes and the company’s pil¬ 
ferage experience is minimal. 

It helps considerably that top man¬ 
agement is on the job site with the 
workers on a daily basis. Many home¬ 
builders in Puerto Rico are merely 
subsidiaries of large corporations 
headquartered in New York, or 
other large cities. In addition Puerto 
Rico's year-around mild climate, as 
well as its long hours of daylight, aid 
productivity. 

The company it self-sufficient in a 
variety of areas. It has its own equip¬ 
ment subsidiary, which buys direct¬ 
ly from the factory. Its own architec¬ 
tural department — unusual for a 
relatively small homebuilder — is 
able to expedite rezoning projects as 
well as to avoid costly delays. In 
effect, there are no subcontractors to 
make a dent in April’s profit 

tnnrgins. 

A not he* operational innovation is 
April s extensive use of an ultrahigh 
frequency ra^lio-telephone system 
which interconnects headquarters 
each project site, plus mobile 
vehicle units. As used by April, this 
system is rpmtni«f-»n» <->f o 


Business: April Industries, Inc. 
is principally engaged in the 
planning and building of devel¬ 
opments pr.marily of mod¬ 
erately-priced housing units in 
Puerto Rico. Construction 
capabilities include single¬ 
family residences, garden apart 
ments, and high-rise condomin¬ 
iums. Projects on mainland U.S. 
are an increasing probability. 
Company, which is incorporated 
in Delaware, is the resulting 
entity of an April 1971 merger of 
a Utah corporation of the same 
name. Insiders control 74% of 
shares outstanding. President- 
Arthur Feder. Address: 303 West 
42nd Street, New York 10036 and 
Condominio El Centro 204, 
Hato Rey, Puerto Rico 00918. 


CAPITAL STRUCTURE, as of 12/31/71 

Osbt: S 06 million 

Pfd. Stock : None 

Common Stock 1.445,125 shares a«of2y10/72 
Interest on L T Debt S 004 million 
Oiv donPId Stock None 
Net Worth SI 49 million 
Totel Capital Si 55 million 
Book Valua P/S Approx S2 64 a share© 
Working Ceprtet SI 16 million 



1970 

1971 

1972 

Earnings P/s 

O 39 

77 

1 30 

Div ds P/S 

— 

— 

Nil 

P/E Ratio 

r © 29 0 

23 6 


Diw'd Yiald 

— 

— 



O Excludes extraordinary loss of 9< a share 
©10 months © as of 2/10/72 


nated military command post dur¬ 
ing a battle. Job site problems are 
pinpointed immediately; production 
and costs are controlled on a daily 
basis. The labor force is employed 
efficiently and the company’s 106 
large work pieces and 38 light 
vehicles suffer little “downtime." 

The end result of April’s highly 
developed flow process is excep¬ 
tional production flexibility and 
speed. Quality control is also 
improved as are cost projections and 
production scheduling. 

April’s seven present projects are 
m the Northeast quarter of Puerto 
Rico, which includes San Juan. The 
prices of the units being built ran^e 
from $12,000 (government sub¬ 
sidized apartments) to $65,000 
luxury homes (five bedrooms and 
three baths). The company’s 
housing units, both single family and 
garden apartments, are generally 
built of reinforced poured concrete 


concrete block and plaster interior 
partition walls. 

Que Pasa 

April s present work in progress ex¬ 
ceeds the $54 million level. It is 
divided between public housing 
(22%), Section 235 subsidies '24%i, 
private buyers under Section 203 
(44%), anti commercial building 
and general contracting (10%). 
Significantly, public housing, from 
which April derived about 90% of its 
past profits, has dwindled to 22%. 
Filling the gap will be more flexibly 
priced private homes. 

Note: the $54 million figure re¬ 
ferred to above excludes Bella Vista 
Gardens in Bayamon. A large 850- 
unit, it is being built, under a 
management agreement, with the 
prestigious Development Corpor¬ 
ation of America (American Stock 
Exchange). Under terms of the con¬ 
tract, April will receive 60% of the 
profits or sustain 50% of the losses. 
Considering its potentially wide 
profit margins, we estimate that 
April’s share of the project’s net 
could amount to about $2 million 
over a three-year peri<xl. 

Among other residential commu¬ 
nities now under development are: 

•Two projects (592 total units) in 
Manati. about 35 miles west of San 
-luan. Each is a $3.2 million project 
being built for the Puerto Rico Urban 
Renewal and Housing Corporation 
(URUV). 

•27 luxury single-family homes 
(about $65,000 each) in Guaynabo, 
on the outskirts of San Juan. The 
homes will contain four and five bed¬ 
rooms. three baths, and will range 
from 2,300 to 2,500 sq. ft. 

•A HUD financed community of 
304 town houses in Cagnas, for which 
April is general contractor and 
receives a tee. 

April delivers fixed price, turnkey 
projects to CRUV; the company’s 
responsibility does not extend to any 
occupancy or rental aspects. 
Sections 235 ar.d 236 of the National 
Housing Act <>t 1968 involve low and 
moderate-income, single-family 
homes and multifainil_, dwellings, 
respectively. 

Of the total value of housing to be 
built in Puerto Rico this year (an esti¬ 
mated $435 million), April’s sales 
will probably be sliehtlv !«•«« 
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pany to build in excess of 1.000 
housing units this year (some of these 
earrings have previously been 
accounted for under the percentage 
of completion accrual method). 

Room to Grow 

The company’s present land inven¬ 
tory now exceeds 700 acres, exclud¬ 
ing options and present negotiations. 
This inventory translates into 
about 5,000 housing units, or about 
three years of production at an 
accelerated rate. It has been manage¬ 
ment’s unique custom to buy land 
almost exclusively on an interest-free 
basis for the first two years — i.e. not 
paying interest on borrowed 
purchase money before the land is 
utilized. There is more land avail¬ 
able in Puerto Rico and we expect 
April to expand into the remaining 
three-fourths of the Island. In this 
connection, April acquired Uni¬ 
versity Plaza Condominiums, Inc., 
for approximately $1.8 million in 
June. University owns a 3 Vi - acre site 
in Hato Rey, the new banking and 
commercial center of San Juan. The 
site has been zoned for a con- 
dorninum development and pre¬ 
liminary approval has been obtained 
for construction of a 30-story, 456- 
unit condominium (with total sales 
value of about $13 million). 
Construction is expected to com¬ 
mence shortly. 

Additionally, April has agreed in 
principle to acquire (as of May 31) 
three inter related Puerto Rican com 
panies which manufacture and sell 
terrazzo floor surfacing. This acqui¬ 
sition. which will further increase the 
company’s self-sufficiency, will be 
lor approximately $2.2 million, 
including $400,000 cash (based on 
performance), and a maximum of 


150,000 April common shares to he 
paid over a three-year period. 

Management has also committed 
itself to expansion onto the main¬ 
land U.S. The first move in this direc¬ 
tion was the recent acquisition of 
200 acres outside of New Haven, 
Conn., for $300,000. Pending 
rezoning approval, this project could 
yield approximately 2.000 garden 
apartments. Other areas of the U S. 
in which management has express¬ 
ed an interest include New Jersey 
and Florida. 

Financial Facts 

The company is in good shape 
financially. Internal lines of credit 
seem adequate; no new financing is 
expected in the coming 12 months. 
Working capital, vita! for a builder, 
can be supp'emented by short-term 
loans. April’s current ratio was 1.3:1, 
as of December 31, 1971. With long¬ 
term debt almost negligible, interest 
expenses are extremely low. 

In February, April offered 325,u00 
shares to the public (217,000 new 
company shares, and 108,000 from 
selling shareholders) at a price of $13 
a share. Prior to this offering there 
were only 50,000 shares in the 
public’s hands. The company’s 
pr ><eeds from the offering — $2.45 
million — are being used primarily 
for the further development of a 
housing project in Manati, a reduc 
tion of short-term debt, the con¬ 
struction of 27 luxury apartments in 
Guaynabo, and the planning and 
development of 340 acres in Toa 
Alta. 

In the March quarter. April’s sales 
and net income jumped 188% and 
127%, respectively, over year-earlier 


levels (25c against 12c a share, with 
more shares outstanding this < tr 
Soon-to-he-released figures for the 
first hall could come in not too : ,r 
below 1971 full-year level- tsales a.ul 
net income were $4 92 mil! t. an;; 
$.96 million, respectively). 

The price '•( April stotk h a > been 
relatively depressed sin, e 'he large 
secondary oi last February H w 
ever, as stronger earnings are 
reported, and ns market conditions 
improve, we think the gradual price 
strength of recent weeks could 
continue. 

This year we estimate that April’s 
sales will reach the $10 million level, 
yielding earnings of SI.30 a share, 
based on a pretax margin of 32 3% 
(the same as last year), a rax rate of 
42.0% (against 40.4% in 1971). and 
an 18% increase in the number of 
shares outstanding Next vear our 
tentative estimate is for ,-ale.s and 
share net oi $11.5 million and $1.75. 
respectively. 

To 1975-77, we think April has the 
management and market necessary 
for explosive growth. We look for 
sale.-. ot $30 million, yielding earnings 
(, I $2.ail a share, based on a pretax 
profit margin of 28.5%, a tax rate oi 
42.0%, and 2 million shares out¬ 
standing lor 38% above the present 
level, giving effect to possible future 
equity financings) Capitalized at 
13-5 turns (conservative lor a home¬ 
builder). such earnings suggest a 
IDio-ii price of 34. or 160% above 
the present quotation. By 1975. it is 
management a goal to provide 10% 
ot Puerto Rico’s annual home- 
building needs, whose annual value 
will then I ike! v exceed $;>( il) m illion. 

Note: We expect April’s tax rate to 
continue near fhe }()% level, despite 
future operation-, on the mainland 
I S . where a higher tax rate pre¬ 
vails. Reason: The acquisition of the 
three Pm-rto Rican terrazzo floor 
surfacing companies will provide an 
offset; they will remain tax iree to 
1980. 

Since there ire now onlv 380.004) 
April shares in the hands ot the 
public, investors are cautioned to 
place buy orders within specified 
limits at or near the recommended 
price. Qo 
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SPECIAL REPORT OF OFFICER-DIRECTOR TRANSACTIONS 

Period Funded May II), l!)72 


Insiders seeiru-d .ndecided about market prospects for 
their companio shares in the latest reporting periorl — it 
a comparison 1 4 t he number of shares bought and sold is a 
(air indicate*!:. Vs ’he chart shows, the total number nt 
shares sold v.,lignt!' larger than the number bought in 
the open mat' • ’ or through exercise of options but 
only slightly. 

On the other hand, if the number of insiders’ decisions 
is a fair measure of sentiments, then the balance is 
bullish. A favorable decision ratio also prevailed in the 
April reporting period. 

Stocks Bought 

The dollar volume of Combustion Engineering 
purchases was tops in the May period; no less than eight 
officers of the company exercised options to buy the 
stock. Officers, directors, and other insiders have 
trad it ionallv been big holders of Combustion 
Engineering common; they now control about 207r of the 
outstanding common. Their enthusiasm has been 
justified Combustion Engineering has managed 
consistent sales and earnings growth over the past dozen 
years, and the stock’s price reflects such gains. 

Combustion Engineering makes various kind., of 
energy equipment: nuclear power plants; fossil-fuel 
facilities; and industrial and marine boilers. America's 
severe energy shortage has created a ready market for 
such apparatus. Superior growth is virtually hound to 
continue until the booming domestic demand for energv 
abates After that (it there is an end to it), Combustion 
could rely on foreign outlets, which now account for 
about 25% of sales, to keep on an upward track. Thi, isn't 
all. Combustion is also a factor in engineering 
petrochemical processing plants and about 167c of us 
volume comes from industrial and residential glass and 
other building products, another fast-moving area. 

Exercise of options also put American Airlines on the 
buy list. Not only did purchases of this equity place it 
high on the market value chart, but it also paced all 
others in n mber of individual buying decisions. 
Unfortunately, insiders’ optimism seems likely to have 
been a little late in maturing. The stock’s price is down 
around 35% from its May levels. The drop is to be 
attributed to sudden recognition in the investment 
community that American had been unable to control 
its costs as well as had been hoped, and that its yield per 


The Ten Stocks Mort Heavily BOUGHT 

Stock 

Number 

M arket 

of Shares 

Value’ 

Combustion Engineering 

53,750 

$3.5 million 

Arlen Realty & Development 

105.000 

2.1 million 

American Airlines Inc. 

43,950 

2.0 million 

Molybdenum Corp. 

149,622 

1.6 million 

V.estinghouse Electric 

31,200 

1.6 million 

Handle man Co. 

49,360 

1.5 million 

Dow Chemical Co. 

15,046 

1.4 million 

Dravo Corp. 

36,729 

1.2 million 

MGIC Investment Corp. 

19,200 

1.1 million 

Federated Dept. .Stores Inc. 

17,200 

0.9 million 

*-At May 4, 1972 price. 




SUMMARY OF THIS REPORT'S INSIDER 

ACTIVITY 


Number 

Number of 


o} 

1 n d w i d u a . 


Shares 

D lemons 

Bought in Open Market . . . 

526,061 

173 

Bought Via Option. 

331.318 

221 

Total Bought . 

. 1,058,479 

394 

Sold or Otherwise 



Distributed . 

. I.K>1,148 

228 

Net Balance lor this Report . . 

. S 72,669 

B 166 

Ratio of Buying to Selling . . . 

0.9:1 

1.7:1 

Option r -rchases as % of all 



Purchases . 

50.2-; 

56. IT 

B-Buy. S-Sell. 




revenue-passenger mile probably dropped slightly in the 
second quarter. During that period, costs were op about 
l*i.^ over vear-earher levels, whereas revenues increased 
onlv 3%. In the airline husine,,. lever ige i> *.;ich that a 
rlilterence ol only two or t hree percent age points between 
these two indices can spell bonanza or di>aster tor the 
line. For American, investors seemed to (eel the figures 
spelled ho-hum, and that a gain from 4c a share in 1971 
second quarter to 9c this year did not warrant 
maintenance of the equity's loftv P/E. 

Investors may note, though, that our current 1972 
earnings estimate of $1.55 a share (allowing lor a !7o fare 
int rease in the third quarter) is -*till a handsome gam 
over last year s 15c Moreover, i! growth in air travel 
resumes its old annual rate of about 127s — which it 
could easily do ne\t year - American's longer term 
growth prospects are good. 

The name MCjIC looks like magic to many of it, 
stockholders. Compiler of an excellent record of earnings 
growth, this guaranty insurer appears to have a Midas 
touch. Its stock is now selling at about .V> t lines tlus vear’.- 
estimated adjuster! nel incom-- per .share, after a iwo-tor 
one split in May. The value of the stock has rocketed 
about 25 times since I967’s lows 

Investor enthusiasm mnv stem partly from the present 
near-record pace ol housing starts: 4')% o! M(«I(J’s 
residential mortgage insurance is written tor new homes. 


The Ten Stocks 

Most Heavily 

SOLD 


Number 

Market 

Stock 

of Shares 

Value* 

Dayton Hudson Corp. 

272,500 

$ 9.0 million 

Time Inc. 

80.000 

4.0 million 

Host International Inc. 

123,000 

4.5 million 

Skyline Corp. 

51,000 

3.2 million 

Essex International Inc. 

30,000 

2.3 million 

Troplcana Products Inc. 

42,000 

2.0 million 

Wallace- Murray 

41,300 

0.9 million 

Tandy Corp. 

13,000 

0.5 ni’ifir i * 

Seatraln Lines Inc. 

41,000 

0.5 million 

A PL Corp. 

19,300 

0.5 mill ion 

•-At May 4, 1972 price. . 
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Industrias in Which Insiders BOUGHT on Balanca 


Aerospace 
Air Transport 
Auto & Truck 
Auto Parts 
Baking 
Brewing 
Chemical 
Conglomerates 
Drug 

Drug Store 
Electric Utility 
Electrical Equip./Electron 
Fastener 

Formula Feed £1 Veg. Oil 
Household Products 
Insurance 

Investment Company 
Teasing 


Machine Tool 

Machinery 

Meat Packing 

Metals & Mining 

Office Equipment/Computer 

Packaging & Container 

Paper 

Petroleum 

Peal Estate 

Real Estate Invest. Trust 
Recreation 
Retail-Special Lines 
Soft Drink 

Telecommunications 
Tire & Rubber 
Tobacco 

Toiletries-Cosmetics 


However, earnings are also aided bv a 19il regulatory 
change that makes MGIC competitive with the hHA in 
insuring mortgages on bouses being resold. MGIC has 
been able to compete very effectively in this area. 1 he 
o.mpanv also benefits from the current boom in mobile 
fiume sales, injuring credit purchases of tho.,e vehicles 

Oniv one buying decision was made in this issue, but it 
was a bug me: Mr H A Hubb, a director, exercised his 
option to huv 19.200 shares. No insider reported selling. 


Stocks Sold 

Time, Inc. is emerging from a period of low earnings, 
but its L<!>? is still on the line. After a four vear decline, in 
which linn- t he company barf to accustom itself to major 
changes iri the publishing industry, earnings rose nicely 
in 1971, and we estimate another good gain this year — 
167 * to’sil.dO per share Given this kind of comeback, one 
might expect to see stronger price action from the equity. 
Hut Life magazine is still darkening the company s 
doorway, quite possibly on its way out forever, taking t he 
path of the old Saturday Evening Post arid I.»<>k Value 
Line estimates that this money-loser mav he costing 
Time more than SI a share. Obviously, such losses will 
1 ,i He tolerated much longer, even for the survival ot the 
company's oldest and most famous publication. We judge 
tha r bv the end of this vear the magazine will either be 
clearly on the road to profitability or dead Either way, 
the major uncertainly overhanging the stock should then 
disappear. 

The iruior seller in the May period was the Henry 
I ute Foundation, which unburdened itseli of 80,000 
. ;..,r. s. ,,r 'ightlv more than 9% of its total holdings. This 


| The Ten Stocks With The 

Most BUYING Decisions 

I Stock 

Decisions 

i 

j American Airlines Inc. 

16 

Dravo C 01 p. 

11 

United Utilities 

9 

Combustion Engineering 

8 

*y 'slin^house Electric 

7 

O i/ion Power & Light 

6 

i MC CVrp. 

6 

(Jener .1 Hi-' trie Co. 

G 

Warner A bwasey 

6 

Cvens Illinois Inc. 

b 


Industries in Which 

Insiders SOLD on Balanca 

Agricultural Equipment 

Personal Service 

Bank 

Precision Instrument 

Building 

Publishing i Advertising 

Coal & Uranium 

Railroad 

Distilling 

Railroad Equipment 

Finance 

Reta.l Store 

Food Processing 

icings & Loan 

Grocery .Store 


Ma r it 1 me 

Steel 

Metal Fabricating 

1 

Mobil Home 

7 oys K School Supplies 

Natural Gas 

Trut:ic & Line a 


move may not have been related to the company’s near- 
term earnings prospects, but rather a move dictated bv 
new, stringent laws governing activities ot foundations. 
An officer also rid himselt of 000 shares during the period. 

Officers of Tropieana Products appear to be tatting 
advantage of their stock’s lofty P/E multiple. They were 
heavy net sellers in the M iv period two out <4 the three 
officers reporting transactions sold a total d 42,Oil!) 
shares, while a third bought a mere 100. 

To us, it appears that nothing i.-> wrong with 
Tropicana’s prospects as a company. Hut we wonder 
how long the market will value it? shares at ihe roughly 
47 times current fiscal year earnings they command now 
— particularly since the profit prospects of the company, 
plthough excellent, do depend to some extent on 
unpredictable factors like commodity Iruit prices. 
However, the market does not often quarrel with success, 
and Tropieana has been nothing if not successful. Over 
the past live years, per share net lias ri-.cn at an average 
compound rate of 3ft% a y‘*ar. No dividend though, is yet 
being paid. 

Diversification of farriilv estates was the probable 
reason that three members of the Davton family (all of 
them directors) were heavy liquidators of Dayton 
Hudson stock in the May period. Ihe D.ivtnns parted 
with a whopping 272,.">00 shares of the family store, 
including 45,000 shares sold bv Chairman B.B. Davton. 

Dayton Hudson is a large retail store chain, whose 
outlets are well diversified in price rung--?. specialties, 
and locations Its fortunes are fairly closely tied to 
consumer spending, which is rising now Earnings 
prospects are quite promising for ti.?ca! Hu l: we think per- 

share net will rise from 81.52 to 81.85. Continued good 
earnings gain? are in prospect for the longer term a? well. 
At the equitv’s current price levels, we regard it as fairly 
valued. Sdj 


The Ten Stocks With The Most 

SELLING Decisions 

Stock 

Decisions 

Engelhard Minerals & Chemicals 

** 

PPG Industries Inc. 

4 

Tandy Corp. 

4 

BankAmerica Corp. 

3 

Continental Illinois Corp. 

3 

Dayton Hudson Corp. 

3 

General Amer. Gil ot Texas 

J 

Reading & Bates 

3 

Tektronix Inc. 

J 

Thompson (.1. Walter) Co. 

3 




VALUE LINE 


August t. 1972 57a 


316 



UPDATING RECOMMENDED ISSUES 


Spector Industries (ASE—7 Vi) 
Recommended 12/24/71 at 11 



CAPITAL STRUCTURE, as of 12/31/71 

Debt: $20 4 million 

Pfd Stock None 

Common Stock 1,041,553 shares 

Interest on t T Debt SI 3 million 

Div'd on PI d Stock None 

Net Worth $1.3 million 

Total Capital S2S 7 million 

Book Value P/S $127 

Working Capital SI 4 million 



1970 

1971 

1972 

Earnings P/S 

tJ3 74 

18 

35 

Div ds P/S 

— 

— 

Nil 

P/E Ratio 

— — 

51 7 


Div’d Yield 

— 

— 



Selling well below previous highs, 
the shares of this revitalized truck¬ 
ing company have the potential for 
sizable capital gains over the three to 
five-year pul!. Hut inadequate rate 
relief has dampened the stock’s per¬ 
formance m recent months, and 
could continue to adversely affect 
its market action during the period 
immediately ahead. 

In the first quarter, for example. 
Spector reported a deficit of 6c a 
share, even though revenues 
advanced nearly 7% to $29.5 million. 
Part of the problem was that a delay 
in the delivery of new equipment 
resulted in excessive maintenance 
costs. The ma jor factor, however, was 
that rate increases permitted bv 
the Price Commission at the be¬ 
ginning of the year did not fully offset 
the increase in labor costs. 

What will happen now? Our pres¬ 
ent -wading is that the trucking com¬ 
panies will get most — but not all — 
ot what they need to offset a second 
increase in labor costs which 
bee ime effective -Inly 1. 1972. Thus, 


the prospects for the second half are 
reasonably good. But decause the 
year got off to a poor start, we esti¬ 
mate that earnings will not exceed 
85c a share in 1972 And if the rate 
relief turns out to he less than we 
expect, profits could he much lower. 

Meanwhile, the company has been 
able to achieve a substantial reduc¬ 
tion in insurance and claim costs, as 
well as in interest expense; the 
delivery of new equipment is now 
hack on schedule; efforts are being 
made to improve labor productivity; 
and a new computer system is 
expected to produce more effective 
utilization of equipment and 
personnel. Accordingly, we think 
Specto* will be abie to improve its 
profit margins over the next few 
years. For this reason, we are pro¬ 
jecting profits of $2 a share on 
revenues ot $175 million for the 1975- 
77 period. Capitalizing such earnings 
at 12 times, we derive a price of 24, 
triple the recent quote. 

Note; An investment company of 
which Arnold Bernhard & Co., Inc. is 
an Investment Adviser ai J Manager, 
holds in its portfolio securities of 
this issuer having an market value in 
excess of $300,000. 


Financial General Bankshares 
(ASE—11) 

Recommended 10/1/71 at 15 
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CAPITAL STRUCTURE, as ol 12/31/71 

Debt $9 1 million 

Pfd Stock. $2 0 million 

Common Stock 4.513 452 shares 

Interest on L T Debt SO 5 million 

Div'd on Pfd Stock $0 9 million 

Net Worth $68 9 million 

Totel Capital $78 0 m. on 

Book Value P/S $13 83 

Working Capital: NMF 



1970 

1971 

19^2 

Earninqt P/SC 

1 59 

1 51 

/ eo 

Div ds ?/S 

22 e 

23 €3 

'■> i 

P/E H«oo 

7 0 

5 8 

n 

Div d Yield 

2 0% 

1 7 

_i 


O ' xcludes capital gams and > c.ssn 
0 Hus 4* stoc'< 


The shares of this registered mul¬ 
tibank holding company rank only 
average for probable relative rr.urket 
performance over the next 12 
months but offer superior (about 
125%) appreciation potential to 
1975-77. Financial General’s 26 affi¬ 
liates specialize in retail banking — 
i.e., consumer, rather than com¬ 
mercial, accounts. Installment 
loans, which afford returns as high as 
18%, are the company’s bread and 
butter. Things are looking up in this 
area as the general public exhibits a 
greater willingness to take >>n more 
credit obligations. 

Nonetheless, the first quarter was 
no great shakes; FGL netted 40c a 
share against a restated 39c for the 
like period of 1971. The big news was 
the increase in interest and divi¬ 
dends accruing from tax-exempt 
securities held in the corporate port¬ 
folio. The tact that FGL owned a 
greater number of these instruments 
forced the effective tax rate down by 
almost 6u%. Otherwise, earnings 
would have declined. 

Results have yet to be announced, 
but there appears to have been some 
improvement in the June quarter. 
Loan volume was up an estimated 
15% over vear earlier levels, and 
yields firmed, alleviating the protit 
pressure that occurs when high-cost 
time deposits are the principal 
source of lendahle funds. For the full 
year, we look for earnings of $1.60 a 
share on average shares out¬ 
standing. plus common equivalents; 
results on a comparable basis in 
1971 were SI 51 a share. 

Over the longer pull to 1975-77. we 
estimate Financial General’s 
earnings can rise to an annual rate of 
$2.40 a share. Capitalized at a 
comparatively modest multiple of 
10.5 times, such results would vield a 
normal average price of 25 three to 
five years out. 
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Interim Report 
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The nine months ended September 30, 19/2, has been a 
eriocJ of continued growth for Apr,I Industries. Inc. 
trough the development of its successful construction 
rogram. 

For the nine month period, your Company reported 
avenues of S7,033,864, an increase of 90% over the 
3,703,955 for the comparable period last year. Net 
icome rose ty 64% to $1,135,393 from S690.474, with 
amings per share of $ 80 as against $ 55 in the 
orresponding period last year. 

In the three months ended September 30, 1972, April 
ndustries, Inc. recorded a 13% gain in net income to 
366,773 from $324,777 for the comparable period in 
971. On a substantially larger number of shares 
lutstanding. the company earned $.26 per share compared 
/• th S.26 in the year earlier period. Revenues rose to 
3.098.037 from $1,826,995. 

Recently the Company acquired zoning for the 340-acre 
He under development in Toa Alta, Puerto Rico, in the 
Htropohtan area of San Juan, to accommodate 
pproximately 2,300 residential units along with additional 
ommercia! zoning for a portion of the property The 
'ompany estimates the total growth revenjes generated 
com completion of the Toa Alta project will be 
proximateiy $50 million. 

In addition, the Company has obtained zoning and 
ppro.al of preliminary plans for the 218-acre site in Rio 
Inode, within the metropolitan area of San Juan, Puerto 
I ico, for co n .truction of approximately 1,500 single-family 
,nits. The Company estimates that whan completed, the 
velopment will have a total value of approximately $35 
pillion. 

| During the past th-ee months the Company has devoted a 
jbstnntial portion of its resources to the initial stages of 
ievelopment of approximately 640 acres included in its 
i cent acquisitions, in particular the obtaining of zoning 
»d other governmental approvals, and substantial 
xper.ditures for land development Management is 
jonfident there will generate the continuation of April 
Industries' ra;,;d growth trend during 1973. 


Respectfully submitted. 



Financial Summary 


NINE MONTHS ENDED 
SEPTEMBER 30 

1072 1971 


Revenues . $7,033,364 $3,703,955 

Net Income . 1,135,393 690.474 

Earnings Per Share .... $.80 $55 


Revenues .... 
Net Income . . . . 
Elarnings Per Sham 


THREE MONTHS ENDED 
SEPTEM3ER 30 


1972 

$3,003,087 

366,773 

S.26 


1971 

$1,826,993 

324,777 

$26 
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Public delations / Corporate Relation* 


am/72L15 


rvh-as.': immed iat-> 


NEW YORK, M.Y., December 15, 1972—April Industr hv s, I nr.. (OTC) today an¬ 
nounced a restatement of its previously report. .1 unaudited sales and m rr.ir.gs for the n r. 
month period ended September 30, 1972. 

Aa now restated, opei ating revenues for the nine month period *vere $5,272,805 
a.-.d net after tan income v/as $753,411 or $.54 per share. The company r> rovously rcpor 
operating revenues of $7,033,554 and net after tax income of $1,135,393 o- $.80 p m shar- 
According to management, the reduction in reported nine month operating rev r. 
and net after tax. income is duo • ibstantially to the adjust:.: at ot curt;-. n nr/enu : accru 1: 
by management relating to the third quarter ended Sepiemb :r 30, ) 9 72. Those accru il l 
primarily relate to single-family homes which have b .-on sold hr * not yet d-d: ver .■ ! an'.! 
certain property dev el on men l work from v/h ch income i exp etc i to b : realized in 19? 3 
a. ! thereafter. Such adjustment resulted in a » usUtom -.r.t oi pro : 


1 : an: ouac--' 


«it*.. 


on lifter earnings of $.26 per share to a loss <>; $.01 per share. 

\ 1 hi 1 • the- company iodi ited th it it o:.p --h fla f.ri.-th vm3 :f ' » be p'-obiab! 
..ha. u uc> u tor th yv-a-r <. i-.th-, I ! 1 c uib- r j 1 . ! / 72 r • / '' • 1 ' • at- •••• • 


l' 


‘o, tidy car . 


Exhibit H 





• .,i;ni | 579 nr->.•>[>v its 

*.*ana 3 ement stated that it continues to bo optimxsuc * 1 

v*^d t’-u-’d ciH-i't-i' r •;»•- l*- '- v1 -^ ° 
deferred from the previously rC i‘ t - 

r, '-ovv’i'.ues • ... 

- ;,s whom it is presently eng--eu 

The company has aclvisea Prcl Corporation, 

TV . «•. ere or negotiations are continuing on t..- 
. .. 0 .- s of the revised figures, ihe merger e 

merger negot .-O-.s, 

^ n<h as previously announced. 

same basis u=> V- nire-montr. 

f th • profit and loss information foi •• - 
Set forth below is a summary of t. - P 

p3rio d ended September 30. 1972 » 


9 Months Eiided_SeptemberJO 


Operating Revenues 
Cost and Expenses 

Costs Selling 6 Administrative 

Expenses and Other Deductions, ad 

Interest Expenses 
T ital Cost* and Expenses 
Income before Taxes on Income 

r .. Tiro Income Taxes 

provisions for duel to 

Net Income 

• nvH-M Number of Shares Outstanding 
N y. Income Per Share 


1972 

$6,272,806 


1971 

$3,693,2 v - 


4 , 900,211 
76,184 
4.976,395 
1,296,411 
633.000 
753,411 
1,411,862 
$.54 


2,490,103 
56,15 i 
2,546,257 
1,152,074 
461,600 
690,474 
i,253,407 
$.55 


Per 
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August 16, 1 Q 72 


r.r. Robert Gruber 

Arnold Bernhard 6 Co., Inc. 

Value Line Building 
5 East £4th Street 
New York, N. Y. 10017 

Dear Eob, 

Excuse my not having written to you before this. My reasons are not 
very impressive so I will not go into them, but I have been very 
busy. 

I cannot tell you how pleased I and the other people in the company 
are with the report you made on April. 

I have taken the liberty of quotin'? from your report in a special 
supplement on April Industries which is being prepared for publication 
on the ?2nd of this month by the San Juan Star. 

T expect to be in New York within a few weeks and hope rhut we can 
get together at that time. 


Best regards. 


Ab 


e 


AC/aeh 

P. S. Could we buy some coo:os of Value Line, about 100.' 
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THE VALUE 
DOLLAR DOWN 

Moving -wiitlv and decisively, the 
Nixon administration has again 
worked out with the non Com- 
rnunist world > inonetiiry powers u 
time-buving solution to the latest 
monetary crisis. Though the new 
agreements hardly prompt a chorus 
of hosannas, they do provide the 
opportunity — again — to work out 
lasting solutions to 'he Free World s 
monetary problems. The major steps 
taken by the U.S. Government are as 
follows: 

• The President will ask the 
Congress to authorize a realign¬ 
ment of currency exchange rates, 
with a 10% reduction in the par 
value of the dollar the cornerstone of 
the new agreements. 

•Mr. Nixon will u b m i t to 
Congress proposals for compre¬ 
hensive foreign trade policy reform: 

• The interest equalization tax will 
be phased out. as will restrictions on 
investment abroad by American 
corporations and strictures on 
American bunk loans to foreigners. 

To complement these moves, the 
Japanese government will allow the 
yen to float upward to find its own 
value relative to foreign currencies. 
It appears highly likely that the 
value of the vert relative to the 
former value of the dollar will rise as 
much as 1 1% or more. But, thanks to 
the continued intervention of the 
Bank of Japan tbv buying dollars), 
the floating yen will exceed that dif¬ 
ferential relative to the dollar only 
gradually. 

The Why and Wherefore 

In theory, devaluation is a positive 
step tor a nation to take — provided 
of course that its trading partners 
don’t themselves immediately 
follow suit, therebv negating the 
initial action and returning matters 
to the status quo. U.S. Under 
Secretary of the Treasury, Paul A. 
Volcker. met with the finance min¬ 
isters ot West Germanv, France. 
Britain, and Italy, as well as a repre- 


L1NE VIEW: 

MARKET UP 

tentative of the I ipanese Finance 
Ministry, betore proceeding with 
this action which Uncle Sam could 
have taken unilaterally. Inter 
estingly, announcement ot the agree¬ 
ment catne on a Monday rather than 
a Sunday, allowing no breathing 
spell before financial markets 
opened for investors to cast their ap¬ 
proving or disapproving ballots. 

By devaluing, the United States 
officially lowered the value (or. as 
some might say, recognized 'he 
already lower value) o! its currency 
relative to that of other nations. 
Because the new value of the dollar 
relative to other currencies, such as 
the German mark, more accurately 
reflects their intrinsic relative 
worth, a corporation or a money 
speculator should now he as willing 
to hold dollars as marks. Hence the 
recent run on the dollar is iikelv to 
end, provided it is believed that this 
latest dollar devaluation will he the 
last for quite some time. 

Germans, Frenchmen or Dutch¬ 
men can now buy American goods 
having a 10% higher dollar value 
than they could before the deval¬ 
uation took place. In theory, then, 
these European consumers will in¬ 
crease their purchases ot the 
“cheaper” American goods, and 
American exports will rise. 

Conversely, foreign made goods 
will now cost Americans more 
dollars. As a result it is hoped that 
Americans will buy more l S. made 
products, foregoing the dearer goods 
made abroad. America s imports 
would decline, and. coupled with 
rising exports, the effect on the U.S 
international balance ot trade would 
he favorable, helping end this 
country’s trade deficit. (The U.S. 
posted a trade deficit for the first 
time in history in 19/1. and saw that 
deficit mount toS6 4 billion in 1972.) 

A rise in U S. exports relative to 
imports also means more jobs tor 
Americans — and fewer jobs in 
those nations whose exports to the 


THE ISSUE 
AT A GLANCE 

• Devaluation: President Nixon s 
receru initiatives in trie interna¬ 
tional monetarv Held have pro¬ 
found implications lor securities 
markets. An evaluation oegins at 
left. 

•Weekly Tables: See page 70. 
•Weekly Charts: See page 71. 

• Stock of the Week: Libbey- 
Ovvens-Ford shares otter a gener¬ 
ous dividend and rank highest for 
year-ahead market oertormance. 

For details, see page 72. 

• Special Kevie w: April 

Industries iOTC-J T it. See page 

• Business Forecaster: See page 

i o. 

U.S decline. Herein lies the political 
sensitivity ot the issue. Leaders of 
nations whose trade positions will 
suiter os a result of the devaluation 
probable sought - and received — 
from the Nixon Administration a 
quul /jn> quo or two embodied in tile 
termination the i :-li tiow re-tric 
tions disi ussed above, hurt her con- 
te ^v.i,)Ts :n.tv he (onto tied in t ne 
trade re:onus that the Administra¬ 
tion has si uted it will soon announce-, 
although domestic political pres¬ 
sures on t tie President now ~eein to 
be pushing him to build prot.-c 
tionist harriers in -pite ot hi- own 
philosophical leaning to more of a 
iuisve.’ /•. re trade poltcv 

There ore several tlies. however, in 
tfie theoretical ointment outlined 
above. First, a lag of up to two vears 
is possible lieture favorable effects 
on trade are |e!t In addition, the 
advantages could he mitigated to 
the extent that goods involved are 
"price inelastic 1 hat is. lor some 
American goods sold abroad — large 
aircraft, tor example — lower prices 
mav not encourage additional pur¬ 
chases. Conversely higher price tags 
on certain foreign goods sold in the 
U.S may not curtail demand. For 
example. Americans believing — 
rightlv or wrongly — French cnam- 
Cortinufii '<r, //use 7<> 
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2- 5-72 
2- 6-73 
2- 7-73 
2- 8-73 
2- 9-73 

2-12-73 

2-13-73 

2-14-73 

2-15-73 


THE VALUE LINE AVERAGES 
Composite Industrials Rails 


106.04 

105.94 

105.19 
104.64 

105.71 

1U6.79 

107.18 

105.90 

105.20 


106.29 
103.21 
107.38 

108. il 
108.00 

10.:. 1 7 

109. 9 
10b. 18 

107 to 


100.86 

100.66 

100.07 

98.53 

99.29 

19 . 2 ! 
100.09 
09 77 
9 i.u7 


Utilities 

95.22 
05.02 
54.78 
94 46 

94 74 

95 4>. 
05.50 

5 4. JO 

j 4.77 


RELATIVE PRICE PERFORMANCE 
LAST SIX WEEKS 


12 BEST INDUSTRIES 


12 WORST INDUSTRIES 


Coal 

-20.4% 

Shoes 

-11.4% 

Metals & Mining 

- 2.3% 

Building 

-li t,A 

Tobacco 

«- o r/?* 

P'loiisiunK "i Advertising 

-II- 

Uranium 

*■ 0. '.j' r 

Precision Instruments 

-! I.p ’ 

Petroleum 

* 0 , r 

Retail Store 

. i * , ^ 

Unking 

♦ 0.2% 

Recreation 

-i3. rj 

Sugar 

- l.S% 

Maritime 

-IZ.o ’ 

Real Estate 

- 2.0% 

Trui 

- 13. , 

Distilling 

- 2.2 \ 

Air 7 i nn sport 

' ; 

formula feed «i Vegetable Oil 

- 2.4% 

Mobile Homes 


Soft Drlnn 

- 3 .*>% 

Savins u Loan 

_ \ ; L 

(,’hemical 

- 1.0% 

To vs & School Sappues 

-17.3" 


The corresponding change in the 
Value Line Composite Average is - 7.07 


Devaluation 

Lijr.ttnusd tram pagr b9 
p »gne superior to domestic, will 
probable pav the : ,|C 7c higher price 
that foreign labels will now likely 
hear (assuming that exporters do 
not choose to absorb ’he differential 
by holding prices at pre-devaluation 
rates at the expense .f their own 
profit margins — a p< luv pursued 
by Volkswagen in response to the 
previous American devaluation) 
To the extent that Americans are to 
pay higher prices lor foreign gol ds, 
more dollars will tlow abroad, and 
the devaluation will have no posi¬ 
tive ellect on the I S. foreign trade 
balance. However on balance, the 
devaluation's effect on America’s 
trade and payments balances will be 
beneficial, we think. 

Second Time Around 

All the above could have been said 
14 months ago, when the United 
S'ates devalued the dollar for the 
l.rst time since Franklin Roosevelt’s 
initial term. In late 1971, Treasury 
Secretary John Connally was high 
m his Texas-style saddle. With the 
plaudits of the American popular 
media raining down upon him, he 
rode herd on the members of the 
International Monetary Fund until 
he seemingly had them backed into 
the corral where the U S. wanted 
them The U.S devalued, Connally 
was declared a hern, the monetary 
crisis cooled, and everyone looked 
t*>rw ,*•! rn ; happv inilletii'iin of 
monetary stability Vet now the 
United States has been forced to de¬ 
value the dollar again What went 
w rung 9 

What seems to have happened is 
this When the change in the official 
price of gold from its long-standing 
rate of v’5 dollar an ounce finally 
took place, the event carried with it 
suet, trauma, and such relief at its 
•aciomplishment, that the parti*--, 
involved were incapable of sub¬ 
sequent action A tourniquet hurl 
been applied to a serious wound But 
no one bothered to take the patient 
to the hospital to have the wound 
sewn up. 

It was as if the 1971 dollar deval¬ 
uation was in itself the cure to the 
U.S.'s monetary problems, instead 
of a beginning — admittedly a 
drimatic one — to working out 
plans lor more comprehensive and 
la,ting solutions The Committee 
of Twenty subsequently held 
meetings but, as Treasury Sec¬ 
retary Shuit? chided when announc¬ 
ing the latest devaluation. 
"Progress . . . has been too slow anrl 


(the work) should move with a 
greater sense of urgency." 

Nor was the United States 
guiltless. The devaluation in 1971 
quite simply was n**r large enough 
The United State.- continued to 
deficit spend in the interim; Amer¬ 
ica’s trading partners found their 
export surpluses too delightful to 
part with. Although the U.S balance 
of payments deficit narrowed in the 
final 1972 quarter, when rising inter¬ 
est rates, a continued Federal 
budget deficit, and an apparent 
relaxation of controls on the Amer¬ 
ican economy brought the <dd in t la - 
tionary skeleton out of the closet 
once again, a new round of spec¬ 
ulation was set off. The latest deval¬ 
uation was the inevitable upshot. 

In one respect the devaluation of 
1971 was successful. Foreign pur¬ 
chases of U.S. securities in 1972 
doubled from the previous year to a 
record $4.56 billion. The favorable 
trend may accelerate this year 
provided the monetary crisis is over. 
There is certainly no shortage ot 
unwanted U.S dollars abroad that 
could be used for investment in the 

U.S. 

Lesson Learned 

This time chum*-- ire greater that 
the devaluation will be effective 


For one thing, 'he total devaluation 
of the dollar over the past ! 4 mom lis 
is probably significant enough to 
aliect international trade. For 
another, the n it*, a- involved — the 
U.S. e-peciallv ko v that they 
have to come up with a workable 
-vsteru Curr- acv dev.ilua'ions .we 
like rich milk -hakes. One ran la-te 
fine. Two can -till he palatable But a 
third — help 1 In more sophisticated 
term.-, if tne monetary speculators 
believe that turth*-r dollar deval¬ 
uations may occur with some fre¬ 
quency, they mas again sell dollars, 
thereby sowing the -eeris tor, and 
hastening the day of further turmoil. 

For years the ( S do!!.,, has heen 
overvalued, maintained tiiat is. a* 
too high exchange ratios relative to 
other currtncie- The underlying 
cau.-e- have he**n twofold. The indus¬ 
trial countries that have been rebuilt 
since World War II adopted the 
efficiencies of stale, the tech¬ 
nologies and management t.'ch 
niques pioneered in North America. 
But benefiting irmn lower h-u.rlv 
labor costs, these nations rapidly in¬ 
creased the range of products that 
undersold \nierir in-made good-. 
Meanwhile. American companies 
were unable to increase ‘heir i--.vn 

Continued <>n page 
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THE ESPECIALLY HECOMMENDED STOCK:LlBBEY-OVV KNS-KOKD 


* v vos -i < gh- Vim 'jMM meow 

j £ ' _' it/! L »:m oi 

( IW «it irV> tl 

v u ii! at 1 -.iperior market per 
lo-tnance over fie tiex" ii months, 
pi',- above aver >ge c ipit.il gain. p*>- 
; *ir t • I to J:: h*>uld consider 
[.■Mi \ Owen Ford -h i-» - Though 
• e.oupnn pirtiir.es .ire ad 
it, it t (••. I i a : ei: b- c\ cl ;• a! 

«• inumi' swing.. *! - ' i ■ - oilers a 
current yield of a hunt >% and 
Carnes nor hi"lie.t s.iietv . ng 

Invest rs who wi-h to incur less 
rfk thit-i 'he market < 1. 0 Fi Beta is 
di se to I tit could check the 
cmnpanv's sf.7.'> cumulative con 
vertihle preferred shares (NVSK 
7H). which provide a yield ot just 
over «')%. Now slightly undervalued 
,i,-c rdmg to The Value Line Con- 
% rilde Survey’s ranking system. 

1 1.■■ v oiler a high probabilit y of 
capital gain- on three counts. It (as 
we believe it will) the price ol the 
i om.mon ..fork moves un. the price 
u( ihe ptelerred should tolb»w. It long 
term interest rates decline las thev 
wall it the Administration's light 
against inflation succeeds), tile 
hould be piloted at higher 
leveis to reflect this situation. 
Finn ID. the companv has been 
huviiig in these .hares Last vear 
ija.ii** i were «u> retired, tin vear up to 
-SO million will be used t.. purchase 
ab sit ilie one number of shares. 
In ling vipporr to the prut* *d the 
preferred is.ue K o h shire is con¬ 
vertible i ill o I ’> ci m in on shares 

La.I vear. the m irkef accorded L 
() }• shares an averige annual I’ K 
ratio ot 1"! The current multiple 
i. about '.*.11. well below ihe I a-vear 
median of 1 a.a times We believe it 
udi move higher in the next few 
months as investors appreciate the 
staving power of the company s 
eyansion/recovery 

New Brooms 

We believe fh“ market has some- 
■ vli.tr underv.ii'ied the current worm 
;it |. () I' Barring a general eco¬ 
nomic disaster. L-O F share earn¬ 
ings are likelv to lollow an upward 
path The price of the stock is 
exp"i ted to follow suit 

Since HXiT. when Mr K.(i 
Winger*er was appointed President 
and Chief executive Olticer. the 
coinpanv has been diversilving into 
rei iied industrial areas as well is ex 
p ;Tiding its capabilities in its basic 
p- duct -llatgi.f - Although the re¬ 
cession thwarted the corporate ob- 


I s GM- Ml O rflOVt p / 15 TS MEDIAN CUMPtXl 

cs n jL -r, / ti 15 5 9 0 | 

jeMive ot providing shareholders 
with aa annual 1.7% return on equity, 
the target level i~ now being reached 
Last year, -h im < irning- were s; gg 
on sales of >791 • million This year, 
share net of .5 i peril ip- - i o r 

within reach on volume of Sbl" 
million. 

We believe the current economic re¬ 
cover,' generating brisk dernand tor 
1,(1 F’s thr p e kev product line. 

Hat gin -, tluid pox r components, 

and molded pin-tics - will produce 
increasingly higher sales and share 
earnings in the period ahead. A high 
degree ot probabilitv exists that our 
estimate tor 1977-77 share earnings 
ot i>4 Ha could he realized, giv en a 
reasonably good ei onomv at that 
time 

Halfway Home 

When Mr Wingerter took over at 
L-O r, he realized thit corporate 
diversification would provide 
greater earning, s'abilitv as well as 
more opportunities lor growth Ihe 
long-range goal was to have the 
companv * perate in live industrial 
markets. 

The lirst diversification move took 
place in 1%H. when Aeroquip was 
nci|uired. This international 
producer <>l lluid power components 
now contributes ab*Mit 25% of 
corporate sale I wo years alter the 
Aeroquip get lovtner, the comp inv 
entered the moi led plastics bij.i. 
in ., with the ;uii.itions of Wodall 
Industries and Dominion Orna¬ 
mental. (The latter now opera! . as 
Dominion LOT * Plastics molding 
sales now account lor about :uV e of 
annual revenues 

So tar, sii good: two diversifica¬ 
tion moves, but h s ic rex-fnl But 
with two down, there are stdl two to 
go No plans have been announced 
vet. and no acquisitions appear im 
minent We assume L-O F wall con¬ 
tinue to employ the same careful, 
deliberate, and successful methods 
in its next two moves as it has in the 
pas* 

Glasswork 

The basic product line has not 
been neglected. Last vear. entry was 
made into Canada s glass repl.ue- 
nient market, with the acquisition of 
V.intax a distributor, whose annual 
sales volume top. *!•• million I’he 
deal w is done lor i , -h and common 
( about 11 J.n'io »h ire.I 


cw - 0 i5T* MfDuit cu»»fXTfli tsnurtomcf 1 

ntipi 4. 8 % 1 5 .0 ' nj utvu 30 ♦ j s-. ■ 

Diversification in the I > t> gu.. 
tin- v-ar with the -far* ot ■ 1 rr-e 
new regional fuilities t* serve the 
coU't ru-. : o.n market T 

nisi id oem., will I thru '(■ t< ip*-r 
and *1 1 tribute I . O r - Tut : < x 

gi i - pTMihu i /cr"u g in a , r '. 
iteiiur.il nd industr 1 d • • - 1 .! i:,g 
i.-it’-ts The I »-t pi a* vv; p.-n m 
the Chicago area m April A New 
York nri a fa* ilitv foil* ns at m»ci’ ear. 
an Atlanta unit sta r. up ir ' M la-* 

Fill il tb .e lai illies jr- .u cess- 

lui -- and it will take .ever b monrr.s 
to find mvii - inure t iIIow-miis are ten 
tutively planned tor 197 I 75. Since 
modern structures relv heavilv upon 
specialized glass products and ion¬ 
s'ruction activity is expected to 
remain 'if rp i.oti i >lv high |e>.e!s. 
the odds are me new endeavor will 
prove lucrative. 

A-. lor u rod net i ,r,, L O F s -i\ veir 
modern i rat ion progra m in 1 
^l..s. lactories will wind up th:. vear 
B* mid summer, 'he <ompanv s 
sixth, largest, and most automated 
tl'i.ii glass plant, a S lo milliMn invest¬ 
ment. will iMTiimenie operations in 
Laurmburg, N (,‘ It will add i >% to 
rapacitv when it i. n> hes peak open- 
L uis h fore • “.trend Th • -fart iip 
costs, wo.ich i nild r*in over ' 1 rrui 
lion tin vi-'-w oi the adv need tech 
nologic d feature, inv I v <• 1 i wilt 
like!' slow trite o| earning, gain 
in "he last I, •!( ot t liis \ t r However 
siiice I* " i op.mi .i*e. no Tied 1 ■ «r 
•inv addition d large st ale gli.. 
proiiiu i ion l.uili'ies until dter 
1977, no Mib.eu.ien’ ••.irnings drag is 
likely. Our 19. : earning, estimate 
allows (cr re l mahle e r » iin . • ts 
on t nis faedft v 

The Money < lame 

Last vc r, capita! expendit'ires 
r in to about sj-, million. Dividends 
(common ureferred) totaled about 
s tu million Internal cnsfi ttow t nei 
income |.lus deprrciaiiont was just 
under ysu mi!ii"n. leav ing everai mil 
lions ot dollars to reduce out¬ 
standing long term debt to the 
vearend level ot close to sjo million 
The companv has a low debt to 
e (iiitv ratio md can borrow :n the 
unlikely event it might have to. 

This vear and next. < ipital 
experulifures arc budgeted at s.7d 
million Barring an\ major acqui¬ 
sition. internal cash llow will be sut 
ticu-nt to nandle capital repnre- 
ments, dividends, and modest 
amounts ol maturing long-term '“ot 
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Hr vever. 'he using cioitnl outlays 
mem th.it no -isir» 1 1i■ int increase in 
the cmmon dividend is likely lie- 
tore i.ite next vear at tt>- earliest. 

L O F is becoming !e-s capital in 
tensive, primarily due ’ its chang¬ 
ing pr ■ luct mix. Thus. equiiv 
dilution i> likch. in periods r.j exp in- 
M"n. anil .‘aster growth o likelv . 1 ' 
more sales can he supported per 
each investment dollar. In the 
reient live-year period, while L-0- 
F‘s corporate oquitv ha>e increased 
177. its tiet prolits rose a8'7c. 

Competitive Position 

L <)-F is now a strong second to 
PPG Industries in the glass indus- 
trv PPG has a big lead in building 
industry products Hut L-O-F is 


tops in the automotive market i it 
supplies CM l Between them, the 
two giant producers share slightly 
levs than one-half the U S. market 
tor flat glass. Ford Motor makes its 
own glass and sells to others: there 
are lour other rivals to reckon vith: 
Guardian Industries. Combustion 
Engineering s Cermatec Division. 
AS0 Industries and Fourco Co. 

Entry into the glass business re¬ 
quires a large capital investment 
Competitive positions typically 
change slowly. The industrv appears 
subject to technological change 
only occasionally The Pilkington 
lloat glass process of the 1960's was 
the most recent technological break¬ 
through No major new develop¬ 
ment is on the horizon. Therefore, 


we believe L-O Fean readilv hold us 
current share of glass markets as the 
economv expands. 

For this vear and next. gi t -, sales 
ar<- expected to remain vi-r\ high 
Hoth 1971 and 197 1 are expet vd to 
he good auto .ears, construct ton de- 
man.I has a I o remained -trop.g F ■ 
the foreseeable tut re a ri-ir.g 
demand for glass pro iucts to meet 
the needs ot an expanding eton :r;\ 
seem' assured However, as in the 
past, there wilt probably tie iti’erim 
cyclical fluctuations ir. demand 

As lor Aerocpnp prospects are 
bright lor this vear and next Tne 
market is competitive, with a high 
quality product and marketing 
Continued on page 71 
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Devaluation 

Confirmed /n m pm' ■" 
productivity sutucieru. ' • ’be 

wage differentials 

'With wide divergences in produc- 
tivitv growth rates br: ' -en leading 
industrial countries n .iir.tennrice 
nt fixed exchange rate? oetv* een cur 
rencies became .ik re i'i.".giv difn- 
cult and artittcial. uitim iteiv lead 
ing to monetary crises l ntor 
tunatelv. the seaich h r be"er wavs 
to balance internal tonal trade and 
money tluws h is hardly seemed a top 
priority of the major industrial 
nat ions. 

Through much ot the I'Jbo s, the 
economies ot the 1 nited States, 
West Germany, and Japan were 
booming 1 hough caches ot dollars 
were building up abroad, who could 
argue with prosperity’ Besides, 
American consumers like, among 
other things. Volkswagens and Sonv 
products In what ultimately proved 
an unsuccessful effort to balance 
trade and financial flows, using 
their hoard of I S. dollars, West 
Germany and Japan accepted, or 
bought up. billions of dollars of I S. 
Treasurv seiuritit*s, as counter- 
part lo the .uilos, consumer elec* 
ironies, textiles, and other goods 
bought bv the American consumer. 
|f\ hist week West Germany and 
Japan were exchanging marks and 
. hi rather tban goods tor dollars, and 
the simmering crisis came to a boil. 

The Lincoln's Birthday exchange 
ratio shifts should go a long way 
though not all t he wav — to restoring 
balance, particular!', the dollar/yen 
shin ot about I '.7c Combined with 
efforts bv C.S business to increase 

roduct i vit v, the shifts should 
produce a narrowing nt the Amer¬ 
ican trade deficit loo. with uncer¬ 
tainties about exchange rates 
removed tor the present, foreign 
money (and I'.S. money resident 


abroadi mav again fie invested in the 
IS. 

Investment Flay 

I S companies which are major 
exporters of goods are likelv to 
benefit from the devaluation, a are 
those hurt by import competition 
American companies that have 
profitable operations abroad will 
tmd happd' th.at tlieir overseas earn 
ings are worth more dollars, and 
hence make a greater contribution 
to c onsolidated earnings. 

Companies which import or use 
large quantities ot imported com 
ponents will suiter, unless their sup¬ 
pliers are willing to absorb much ot 
the costs resulting from the 
devaluation. 

On February 2. U>~2, Selection Ac 
Opinion discussed the nation's 
mnior auto and truck makers, and at 
that time recomtn-nded invest¬ 
ments in American Motors i\\SE 
8 1 -). Chrysler C'orp (NYSE-Wi. 
Ford Motor (NYSE-Ti)L General 
Motors (NYSE Tti. and li.'er 
national Harvester i NYSK-JJ) 1 he 
devaluation i' a plus lor all these 
companies. All are likelv in outper- 
t ( rin the year-alie id market. The 
automakers stand to benefit Irom 
this devaluation, a- trom the last, to 
the extent that imports ot foreign 
cars will he still less competitive 
with domes'll made autos. loo, all 
of these Companies have extensive 
foreign operations, the prolits of 
which will be worth more dollars. 
(However, the Big Three auto 
makers do sell some cars produced 
abroad in the 1 S These vehicles 
wall now he more expensive to make 
relative to those produced do. ms- 
ticnlly.) Internal ion .1 Harvester 
garnered nearly .>'i%ot its net income 
m lllT'J outside the I'.S . and to the 
extent these earnings were gen¬ 
erated in countries whose currencies 
don t follow the dollar, the com¬ 
pany s profits will benefit 


The American steel industry has 
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A number it other i omp lines with 
overseas operations i ■ > ; 1J »>t 
course, a I -o garner some adde'l rev en - 
ot-- as a ivsiili of toe dollar cleval- 
u.,tion But i; is important to realize 
that anv ben'tits derived trom the 
events of t h>- past week will have 
lasting sign 1 1 1 ca nee oiilv it the 
l tilled S'.if>-s Government and'the 
other Free W rid M met ir. 1 '"whs 

face op to the v.c-aknes • s in the 
fin.in'id arrangement - between 

nation; of who h the devaluation is 
symptomatic '.t bane, Air ■. von 
must ret'iru to the bu-in»*ss t 

making Phase 111 work, and mu*t pm- 
tint; Ins >r‘s to seep the bu.igH 
in line, whin * he I id He • rv * 
Board -’rivi-so do t he - iuv- < t - mis 
bank credit It these polic ir.« of 

restraint nr** >tul vve 

think ihe. will ' - — then > h.itnc.s for 
the C urrer.t »•' : oini. advance to pro- 

ct<- ! in an i "i.-rlv t.ishum will be 
heightened. The l m'ed Stales < n 
then attempt to work out ! mfing 
agreements with other monetary 
powers t hit 1 .! 1 a I lc >w t hi-*. < »o . t. rv to 
improve further its ir :de nd 
rr.ents Hal inc" hopeluliv wit-fiou; a 
retreat to pr■ e. 11< aisin. I" siriv? 
lor less c • aid invite* c haos 


Libbey-Owens-Ford 

Commut'd frtrn pan •' 7:i 
acumen essential to success L-OT 
is endowed with licit h. New facilities 
are going up at home and abroad to 
meei future demand: in Wythville, 
Virginia tor engineered rubber 
products, as well as in Canada. 
France, and Sweden for assembly 
and distribution. A joint venture is 
underway m Japan to supply engin¬ 
e-red rubber products. Aeroquip is 
nr trading its manufacturing opera- 
ti’ons in England and Germany. 


operations are being expanded in 
Mexico and Brazil. 

The plastic' molding group i' 
being expanded. Hoffman Indus¬ 
tries was recently jcquired It sup¬ 
plies molded part- to Chrysler and 
Whirlpool. To meet the expanding 
demands ot the furniture industry 
tor decorative parts, a new plain vill 
he on-stream in Virginia in midyear. 

No union labor < ntrac - are s- f < d - 
uled tor negnti.it; m unnl October 


ot I'.tTl. .vhen i he Iw- worker' 'it 
flow n it) b irg >ui 


L O-l- hi- a i ntm iing n-l 
reduction pr cram, further, the mw 
m i|or fat b ' :e- are de-r.iv.-d !«• 

pr.cf.ice at th- lowest ..d !e costs. 

employing a I'om.Hion and com¬ 
puterized techni’log* i he Laur- 
inhurg plant is the 'oes' example. 
I'mnn cooperation is • suntt.i! ,r > 
such pp'gress and l- aciv.eve'l m ’he 
f. .running process It appear* tr.it 
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REVIEW OF A PREVIOUSLY RECOMMENDED SPECIAL 


April Industries 
(APRL/OTC-3 a ) 

1975-77 Potential Value--see text 
Appreciation Potential:-See text 
Estimated Dividend Yield: Nil 
Recommended 8/4/72 at 12' 
Performance Record:-70% 

Change in Dow: '”7; 

The pending acquisition ot April 
Industries bv Prel Corporation 
(ASE — 8) is a distinct disappoint¬ 
ment to both April shareholders and 
the financial community. The 
terms (two April shares tor one of 
Prel’s) are so much of a disappoint¬ 
ment, in fact, that a stockholder 
recentlv tiled suit charging that 
there existed a conspiracy on the 
part of April’s management to 
defraud the public shareholders 
(April’s management owns over 
70% of the stock) The legal counsel 
of both firms believe the suit to be 
without merit. Hut as discussed 
below, Prel has excellent prospects. 
Current April shareholders may par 
ticipate to their benefit in the growth 
of April’s parent-to-be. 

As we stated in our review late last 
year, April was confronted with an 
accelerated cash squeeze together 
with an uneven Mo-.v ot upplies. I lie 
first factor put a crimp in working 
capital, the second delayed full 
recoinf "I income needed to counter 
the cash squeeze. In cltect. April 
committed that cardinal sin ot small 
companies: it expanded more rapidlv 
than its resources would allow. 

On the other hand. Prel’s situation 
was just the opposite. It had recently 
received a sad million unsecured 
credit line from First National City 
Hank, replacing a 821) million line 
from Hankers Trust. The interest 
rate is at the prime rate plus 1 1 1 
points. In terms ot supplies, Prel has 
subsidiaries (-urn ot which were 
garnered via the acquisition route) 
which act as , -suppliers Prior to the 
April deal, Prel’s latest acquisition 
was that ot Mach Lumber Company. 
This companv. the largest lumber 


I, O F can hold its own in labor rela 
tiotis and producfiviiv 


Business: April Industries, Inc. 
is principally engaged in the 
planning and building of de¬ 
velopments primarily of mod¬ 
erately-priced housing units in 
Puerto Rico. Company will like!' 
be acquired iiv Prel Cor 
poratinn in April. 1978. April 
shareholders will r--ceive one 
Prel share for each two April 
shares. The acquisition is pre¬ 
sently being contested by a 
minority shareholder. Construc¬ 
tion capabilities include single¬ 
family residence^, garden apart¬ 
ments, and high-rise condomin¬ 
iums. Company, which is incor¬ 
porated in Delaware, is the re¬ 
sulting entity of an April 1971 
merger of a Utah corporation ot 
the same name Insiders control 
7 f7o of shares outstanding. Presi¬ 
dent. Arthur Feder Address 
Condominio El Centro 2D4. Fiato 
Rey, Puerto Rico CtD918. 

CAPITAL STRUCTURE, as of 12/31/71 
Debt. S 06 million 
Pld Stock None 

Common Stock 1,445.125 shares as of 2/10/72 

Interest on L T Debt; S 004 million 

Div'd on Pld Stock None 

Net Worth SI 49 rr, iimii 

Total Cap'tal SI 55 million 

Book Value P/S Appro/ $2 64 a shareO 

Working Capital: SI 16 million 


I 

1971 

1972 

1973 

{ Earninq* P/S 

77 

b5 

/V / 

Oiv ds P/S 




P/£ Ratio 

23 6 



Diw d Yield 

— 

— 

— 


O iinl 7.10 72 


wholesaler in New .Jersev. provides a 
stable source of raw materials lor 
Prel as well as giving it a foothold in 
the home improvement market 

Thus Prel and April seem to fie an 
excellent fit Prel has an ample 
supplv ot the two ingredients which 
April i> lacking. 

What can April shareholders who 
accept Prel shares expect in 1974 and 


cars and 2.5 million trucks. More to 
the point, General Motors (the 
company’s top customer) produced 
4.77 million cars last vear. The 
world’s largest industrial organiza¬ 
tion will be out to heat its own record 
t his year. 

Next year, demand tor motor 
vehicles and L O F automotive 


beyond? Prel recently concluded its 
he-t year on record. We think the 
company earned about 81.20 a share. 
In 1974, with April earning enough to 
prevent any dilution of Prel’s per 
share income, Prel will like!', earn 
about $l.tKI a share (on 75% more 
shares, including those issued ii the 
April deal) 

Whatever the merit- ot t Im¬ 
pending lawsuit, it could delay the 
actual date ot the acquisition. Hut, 
as matters presently stand, the deal 
appears likely to go through soon 
after the end ot file first quarter. 

Prel has excellent and ample land 
inventories (a major purchase in 
Florida is now under negotiation), 
and verv strong financial resources. 
Besides the aforementioned new 
credit agreement, the company has 
arranged tor permanent con¬ 
ventional mortgage financing ot 847 
million so ’hat. should mortgage 
money get tight ;he company it/plt 
could help home buyers purchase 
companv-built homes With new 
earnings record on the horizon, we 
believe that, once the April deal is 
consummated, Prel’s shares will he 
capitalized at a rate mure in line 
with the company's achievements 
and potential tin early Pti-L Prel s 
shares solo . 1 gh ■ :u i ", c 

believe that Pr<l’s shares have me 
potential to tar outperform i he 
average stock in the year ahead. For 
the moment, we are suspending 
longer term projections tor April, 
pending developments on the 
merger situat ion 



glass should tie sustained not only 
bv the expanding economy hut also 
bv cyclical factors. S( rappuge r ites 
tor older autos, made during prior 
high production vears. are now 
moving higher. This indicates 
greater replacement buying start¬ 
ing later this vear. Specifically, the 
19*15.147 models are now entering big- 
Cununued on pane 7 *> 


Earnings Outlook 

Demand in the important markets 
which L-O-F serves is excellent this 
year and like!*, to lie so next year. 
l.’.S. auto industry sales are 
expected to equal or exceed last 
year's record output of ft 8 million 
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FEDERAL RESERVE BOARD INDEX OF PRODUCTION 

SEASONALLY ADJUSTED 1967=100 / 


THE BUSINESS FORECASTER 


Shodad ar«oi rspresant pariods el business recession. 


[j95A 1955 1956 19571958 1959 I960 1961 '.9 62 1963 19 64 1 965 1966 1967 1968 19 69 19 70 1971 1972 '973| 


Li bbi'.v-U wens-Ford 

i'mitrmt'd /rum pc if** '■> 

.•r ippaue vent- Likewise, turn- 
in* ;i ■:1 1 iiiiblrui'ti'>:i mtivitv is in- 
i 11 i -1 n.is < i piT .i 1 ex pend it ores 
, j). continuing 

demand lor inditst ri.il glass 
product' and plastic components 
l. i>t \ ear's boom in new housing 


>tarts means furniture output will 
grow — to the benetit ol I.-t) h S 
pilot ic molded parts 

To recap, we I e!ie\e that L. < > I' 
shares, either the canmon or pre 
lerred, are ol interest to coriservn 
live accounts. Although this 
companv will be subject to evclicnl 


fluctuations ot the industrial 
ecenntm art upswing! ' s now m 
progress, i he comp in is well 
managed and his cle iri'. denned 
growth obp Hu's Finances m- 
e\i * • I lent t !:-• die idend i> ire 
l'he stock it" \ undervalued. i- cur 
rent|\ r irkcu highest i : prob.-thi. 
relative main-t imloutn nee we 
t tv next i I in o tis 
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AFFIDAVIT IN OPPOSITION TO PLAINTIFF'S MOTION FOR CLASS 
ACTION DETERMINATION, ON BEHALF OF DEFENDANT, PARKER 

(Filed December 21, 1973) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF MEW YORK 


SAMUEL PARKINSON, as custodian for 
ANDREW PARKINSON, JONATHAN STAEBLER 
and PETER B. MYGATT, 


Plaintif fs, 


-against- 


APRIL INDUSTRIES, INC., ARTHUR FEDER, 
ALEX M. PARKER, MORRIS DEMEL, 

NATHAN APTEKAR and STANLEY W. SILVER, 

Defendants 


AFFIDAVIT 

73 Civ. 1887 
(WK) 


STATE OF NEW YORK ) 

) SS . 

COUNTY OF NEW YORK ) 


RICHARD J. SCHAEFFER, being duly sworn, deposes and 


says : 


1. I am associated with the law firm of DORNBUSH 
MENSCH MANDELSTAM & SCHWARTZ, Attorneys for Defendant ALEX 
M. PARKER, and submit this affidavit in opposition to plaintiffs' 
motion for an order pursuant to Rule 23(c)(1) of the Federal 
Rules of Civil Procedure determining this action to be a class 
action. 


NATURE OF ACTION 


2 . The plaintiffs allege that APRIL INDUSTRIES, INC 


(hereinafter referred to as "April") and each of the individuall 
named defendants artificially inflated the earnings and prospect 
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of April by the use of false and misleading statements and press 
releases and thereby manipulated the market price of the stock 
of April, a public corporation, whose shares are traded over- 
the-counter. Plaintiffs allege that said manipulation took 
place starting on June 1, 1972 and continuing through December 
18, 1972. 

3. Attached to the affidavit of EDWARD LABATON, ESQ., 

Attorney for Plaintiffs, in support of this motion, as Exhibit 
G, is a financial summary issued by April on or about November 
10, 1972 which relates to the three and nine month periods end¬ 
ing September 30, 1972. It is alleged that this financial sum¬ 

mary was false and misleading in that it misrepresented the 
revenues, net income and earnings per share of April, for both 
the three and nine month periods ending September 30, 1972 and 

that said financial summary caused an artificial inflation of 
the price of April stock. 

4. The plaintiffs further allege that the defendants 
caused the issuance of certain false and misleading statements 
to various seeuriries analysts with the intention that said 
statements be disseminated to the investing public. In this 
regard, attached to the affidavit of EDWARD LABATON, in support 
of this motion, are five distinct reports by securities 
analysts, which reports were issued between August 1, 1972 and 
October 25, 1972 and which reports relate to April. 







THE REQUIREMENTS OF RULE 2 3 
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i 

i 

5. The plaintiffs fail to meet the requirements of 
Rule 23(a) of the Federal Rules of Civil Procedure which reads 
as follows: 

Rule 23. Class Actions. 

(a) Prerequisites to a Class Action . 

One or more members of a class may sue 
or be sued as representative parties on behalf 
of all if (1) the class is so numerous that joinder 
of all members is impracticable, (2) there are 
questions of law or fact common to the class, (3) 
the claims or defenses of the representative 
parties are typical of the claims or defenses 
of the class, and (4) the representative parties 
will fairly and adequately protect the interests 
of the class. 

The language of Rule 23 clearly presupposes the existence of a 
class and the plaintiffs have failed to establish the existence 
of such a class based upon the allegations of the complaint. 

In the complaint the plaintiffs have alleged that, both directly 
and indirectly, April had issued finar ial rep rts, predictions 
and releases which were false and misleading. Reference to the 
exhibits attached to the LABATC affidavit clearly shows that 
the statements published to the public were issued over a two 
and one-half month period beginning on August 1, 1972. Further¬ 
more, each of the exhibits is a separate and distinct report and 
there is no evidence that they were part of a common plan or 


scheme to deceive the investing public or that 
based upon information supplied by April. Also 
of these distinct reports belies the argument 


they were issued 
, the very existeric 
that the claims 


e 









of the representative parties are typical of the clairts of ?4a 
the alleged class. 

■v 

6. Rule 23(a)(1) requires that the class be so numer¬ 

ous that joinder of a]1 members is impracticable. In this re¬ 
gard Exhibit A to the LABATON affidavit in support of this 
motion is a letter from the NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. purportedly showing a trading volume of 457,200 
shares between June 1, 1972 through December 15, 1972. The 

plaintiffs offer no further proof as to the number of individuals 
in the alleged class. Their failure of proof in this regard is 
critical to the class action issue. Plaintiffs have the burden 
of establishing the numerosity of the class and have failed so tc 
do. It might well be the case that the number of members of the 
alleged class is not so numerous such that joinder would be 
impracticable or, on the other hand, it might be the case that 
the members of the alleged class are so numerous that a class 
action would be unwieldy and impossible to manage. The letter 
from the NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC. lacks 
sufficient probative value on this issue. 

7. Rule 23(a)(2) requires that there are questions 
of law or fact common to the class. In this case, based upon 
the various alleged misrepresentations and individual questions 
of reliance thereon, the plaintiffs have failed to establish 
that there are sufficient questions of law or fact common to the 


class. 





8. Rule 23(a)(3) requires that the claims of the 
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representative parties are typical of the claims of the class. 

i 

Once again plaintiffs have failed to establish that their claims 

r 

are typical of the claims of the alleged class in that there are 
allegations of separate and distinct misrepresentations, some 
purportedly of an oral nature, and there is no showing of a 
common pattern or scheme upon which the class relied. Further¬ 
more, reference to the complaint establishes that plaintiffs 
MYGATT and STAEBLER purchased their shares on July 16, 1972 
and as a matter of law they cannot serve as representative 
parties for any individuals who purchased stock prior to that 
date. 

9. Rule 23(b)(3) requires that the court find that 
the questions of law or fact common to the members of the class 
predominate over any questions affecting only individual members, 
and that a class action is superior to other methods for the j 

fair and efficient adjudication of the controversy. Based upon 
the alleged myriad representations, in both printed and oral 
form, it is clear that common questions of law or fact do not 
predominate over questions affecting only individual members and i 
that for this reason the class action is not superior for the 
fair and efficient adjudication of the controversy. At the very 1 
least, there would be a multitude of individual matters which 
would have to be separately litigated after the class action 
issues were determined in order to resolve the rights and 
liabilities of each of the members of the alleged class not 






least among which would be the question of the reliance of each 
of the individual plaintiffs and bused upon this factor the 
class action would not be the best method for the fair and 
efficient adjudication of the controversy. 


WHEREFORE, I respectfully request that plaintiffs' 
motion determining this action to be a class action be denied 
and that the class action should be dismissed, together with 
such other relief as is proper. 


Sworn to before me this 
\~7 day of December, 1973. 

C\*S ' \ 

vh.vY.o v’Yru.s 

. . I. ' - -\ 

Notary Public 
ll.CNF STFRN 

NOTARY PUBIIC. SUTF Of NEW YORK 
Mo. 41 .3 13603 
QjjM.td in 0 ' ns < i • V 
Cwnnussion Oinic-i, Muicti .10, 19 7 , 



RI01ARD J. SCHAEFFER 
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DECISION AND ORDER, WHITMAN KNAPP, J., GRANTING CLASS 
ACTION STATUS (Filed July 2, 1974,) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


SAMUEL PARKINSON, as custodian for 
Andrew Parkinson, Jonathan Staebler 
and Peter B. Mygatt, 

Plaintiffs, 


- against - 

APRIL INDUSTRIES, INC., ARTHUR 
FEDER, ALEX M. PARKER, MORRIS DEMEL, 
JJATHAN APTEKAR and STANLEY W. SILVER, 


/ / -• Plaintiff moves for an order declaring that this 

action be maintained as a class action, pursuant to Fed. R. 
Civ. P. 23(c)(1). The motion is granted. 


The complaint asserts that defendants, in violation 
of Rule 10b-5 of the Securities Exchange Act of 1934, artifically 
inflated the earnings and prospects of defendant April Industries, 
Inc. ("April") by the use of false and misleading statements 
and press releases and thereby manipulated the market price of 
April stock. The proposed class represents persons who purchased 
shares of stock between June 1, 1972 and December 18, 1972, the 
period during which the statements were disseminated. 


The complaint asserts that beginning in June 1972 
and continuing through December 18, 1972 April issued financial 
reports, predictions, and releases directly and through securities 
analysts with the intention that the statements made to the 
securities analysts be disseminated to the investing public and 
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with the knowledge that the investing public would rely upon 
said reports as well as those disseminated directly by April. 

Among the statements disseminated were predictions that April 
would have net profits of $1,890,000 in 1972 and $2,554,000 in 
1973, and that earnings in each of the first, second, and third 
quarters of 1972 were substantial. 

The complaint alleges that the above reports were 
false and misleading, and that on December 17, 1972 April cor¬ 
rected its report for the nine-month period ending September 30, 
1972 and showed a loss for the three months ending September 30th. 
On April 11, 1973, April announced that it had sustained a net 
loss of $250,270 in 1972. , ,; 

The named plaintiffs acquired their stock at prices 
ranging from 9-1/8 to 13-5/16. Two of the named plaintiffs sold ' 
their stock at a price of 4-3/4, and one retains his stock, which ^ 
at the commencement of this action was allegedly trading at ’' 

i ' • 4 } 

$2 a share. ' ' ■ \i ( < 

, 

, i . W 

• ■ ,,i 

Plaintiffs assert that the proposed class action ^ t 
meets the requirements of Fed. R. Civ. P. 23(a) and 2 3(b) (3)^ 

All defendants, in two separate sets of papers, oppose this- / 

Jl 

assertion. ‘ . 

Rule 2 3 (a) (,1J_ 

Defendants contend that even though plaintiffs have 
stated that more than 450,000 shares of stock were traded within 
the period in question, plaintiffs have not offered any proof 
as to the number of the class, but rather attempt by inference 




to assume that there are at least 500 members In the olass. 79 a 

However, in view of the volume of shares traded and the faot 
that there was widespread dissemination by investment analysts 
of reports on April, it appears more than reasonable to assume 
that several hundred persons bought the stock during the relevant 
period, i.e. that "the class is so numerous that joinder of all 
members is impracticable". Further, as Judge Tyler has statedi 
"the failure to state the exact number in the cJass does not 


preclude the maintenance of a class action". Fischer v. Kletz 

« 

(S.D.N.Y. 1966) 41 F.R.D. 377, 384. See also Siege l v. Realty %. V -Jk 


>. (S.D.N.Y. 1972) 54 F.R.D. 420, 424. 


Rule 23(a) 


Defendants contend that class action status is in¬ 


appropriate in that plaintiffs* cause of action is based upon 

.»< : > 

oral misrepresentations which were made by one or more of the \ 

‘ * i 

9 

defendants to various securities analysts and which subsequently'j 
formed the basis for published reports by these analysts (upon 

. *-i 

’.» y 

whom purchasers then relied). Defendants point to a deposition 

, '** 

*• ‘ > 

of plaintiff Staebler which indicates that his purchase of the ' * 

• * • 

securities and the purchase by plaintiff Mygatt were based, not 
on statements of April management, but rather solely on informa- ' 

tion furnished him by one Robert Gruber, a securities analyst ; 

■ 7/ 

* r 

employed by Value Line Selection and Opinion. In addition, 
plaintiff Parkinson's deposition apparently states that he based 
his purchase on newspaper reports of corporate earnings and 

- f 

material read in Value Line Selection and Opinion. Defendants 
argue that it is unreasonable to expect that others who purchased 
April Btock during the period in question also relied on Mr. 
Gruber's estimates, and thus that there are not "questions of 







law or fact common to tho claim". 


80a 


However, defendants* emphasis on tho fact that 
certain statements may have been made orally to certain 
securities analysts overlooks the fact that plaintiffs' claim 
is ciso based upon a report which April disseminated directly 
to the public and in which April reported substantial earnings 
for the three months ending September 30, 1972 (which was later 
corrected to indicate a loss for those three months). In 
addition, according to plaintiff's theory, any oral statements 
that were made to securities analysts and brokers were made with 
the intent and purpose that they be disseminated to the public. 
During the latter part of 1972, various market reports and newspaper 
articles appeared which projected April's profits for 1972 in ' 

•4 

remarkably similar terms, from which plaintiffs infer that there 
was a single source - namely defendants - for the information / 

contained in these reports. \ 


On the basis of these facts, there appear to be 
"questions of law or fact common to the class". 


» 

A 

I 


In Siegel v. Realty Equities Corp. (S.D.N.Y. 1972) • ^ 

- - < i 

54 F.R.D. 420, for example, plaintiff alleged that he and members^ . 


of the class bought securities of one of the defendants in the 


4 


open market and were misled by the artifically inflated market 
prices of those securities at the time of the purchase. In the 
Siecel case, plaintiff listed twelve separate documents regarding 
the financial condition and results of operation of the corporate 
defendant. In Siegel , the plaintiff did not recall seeing or 
reviewing any cf the specific documents which he claimed were 
false and misleading, except for one financial statement. Judge 




Tenny nevertheless certified the case to be a class action, 
holding that if plaintiff could sustain the burden of proving 
that 

"defendants issued false statements 
concerning their financial condition 
and paid dividends in contravention of 
their agreements with creditors, and 
that these activities caused the market 
price of REC securities to be inflated, 
a jury might find it reasonably foresee¬ 
able that such inflated prices would induce 
the public to purchase REC stock, and sub¬ 
sequently to suffer damages when the mis¬ 
representations were uncovered. In any 
event, whether such two-step reliance 
satisfies the causation requirement is a 
common question of law to be resolved by , 

the trial judge. * * * 

» 

As to common questions of fact, 'misrepre¬ 
sentations made over a period of time "will 
not preclude a class action provided they 
were made pursuant to a common scheme."' * * * 

"Like standing dominoes, . . . one misrepre¬ 

sentation in a -financial statement can cause 
subsequent statements to fall into inaccuracy 
and distortion when considered by themselves 
or compared with previous statements. Such a 
possible close causal relationship between the 
various alleged misrepresentations in ... 

[a corporation's] financial statements leads 
to the conclusion that members of the class 
are interested in 'common questions of law 
and fact."’ * * *" (at 42 5) 


In Siegel , the court distinguished Moscarelll v. g.t.amft 
(E.D.N.Y. 1968) 288 F. Supp. 453, upon which defendant Parker 
relies, on the basis that in the Siegel case 

"all*of the alleged misstatements are 
set forth in documents addressed to 
the general public rather than to 
individual shareholders. . . . The 
instant case is one of those alleging 
‘a fraud perpetrated on numerous persons 
by the use of similar misrepresentations', 
thereby rendering it 'an appealing situ¬ 
ation for a class action. . . !" (at 425) 
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Iioi-o. a a in iixo^»L. >11 oi rhi nuuHtatonontu art set forth in 
documents addressed to the general public. Here, it iB claimed 
that the defendants used the medium of securities analysts and 
brokers and dealers rather than a direct mailing to the public. 
Under the circumstances, it certainly appears that there are 
questions common to the proposed class. 

Rule 23(a)(3) 

Defendant Parker contends that the claim of the 

« 

representative parties are not typical since the proposed class 
purports to include all persons who bought or sold stock in 
April commencing on June 1, 1972, while plaintiffs Mygatt and 
Staebler only purchased their stock on about July 16, 1972. 
However, in view of plaintiffs' allegations that April began 
issuing misleading financial reports in June 1972, defendant 
Parker's argument that the choice of June 1, 1972 is arbitrary 
seems ill-founded. Plaintiffs' claims certainly appear typical. 


Rule 23 (a) 14)_ 

The court has no doubt that the interests of the 
proposed class will be adequately protected. A key test of 
adequacy is the vigor with which plaintiff and his counsel 


prosecute the action. . 

P Suffice it to say, the court has already been 

impressed with the vigor of plaintiffs' attorney - even though 

in at least one previous case before me hrs substantial efforts 

did not result in the declaration of a class action. 


Rule 23 (b) (3) 

While defendants have argued that the provisiona of 
subsection (b)(3 ) are not satiafied, the court find, these 







contentions to bo without merit, and finds 
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"that the questions of Um or fact 
common to the members of i_»»c class 
predominate over any questions af¬ 
fecting only individual members, and 
that a class action is superior to 
other available methods for the fair 
and efficient adjudication of the con¬ 
troversy ." 

Accordingly, plaintiffs' motion to declare this 
action a class action is granted. 


SO ORDERED. 


Dated: New York, New York 

July 1, 1974. 


t 

{ 

\ 

\ 


,1 1 

1 i 

, #' 

\ 

, '» 




4 
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DEFENDANTS', EXCEPT PARKER, NOTICE OF APPEAL FROM ORDER 84a 
GRANTING CLASS ACTION STATUS (Dated July 25, 1974) 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

________________ - - - - -X 

SAMUEL PARKINSON, as custodian for : 

Andrew Parkinson, JONATHAN STAEPLER and 
PETER B. MYGA T T, : 

Plaintiffs, j 

-a pa ins t- : NOTICE OF APPEAL 

APRIL INDUSTRIES, INC., ARTHUR FEDER, : 73 Civ. 1887 

ALEX M. PARKER, MORRIS DEfCL, NATHAN 

APTEKAR and STANI£Y W. SILVER, : 

Defendants. : 

-------------------- - -x 

NOTICE IS HEREBY GIVEN that the defendants, APRIL INDUSTRIES, INC., 

ARTHUR FELER, MORRIS DEMEL, La THAN APTEiAR and STANLEY W. SIL'/ER, above named 

hereby aopeal to the United States Court of Appeals for the Second Circuit 


from the order declaring that this action be maintained as a class action , 
pursuant to Federal Rule of Civil Procedure 23, entered in this action July 
2nd, 1974. 

Dated: July 25, 1974. 


WILBUR G. SILVERMAN 
Attorney for Defendants, 

April Industries, Inc., Arthur Feder 

Morris Demel, Nathan Aptekar and 

Stanley W. Silver 

88-11 169th Street 

Jamaica, New York 11432 

Tel. 212-297-7177 







DEFENDANTS', EXCEPT PARKER AFFIDAVITS AND EXHIBIT 85a 

IN OPPOSITION TO PLAINTIFFS' MOTION 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT Of NEW TORT 


S'NUEL PARKINSON, as custodian for 
AffBBBW PARKINSON 

JONATHAN STAKBLER and PITER B. KTGATT, 

Plaintiffs, 

-against* 

APiiL INDUSTRIES, INC. 

ARTHUR SEDER, AlEX N. PARKER, 

MORRIS DEMEL, NATHAN APTEKAR and 
STA.YLEY W. SILVER, 

Defendants 

______ 

STATE OF «W YORK) H . 

COUNTY OF QUEENS) 

WILBUR C. SILVEEJ-'A**, being duly sworn depose and 


That to is tto attorney for all of the daf'.ndantu 
!. coin, axcopr the defendant, Parkar, and is fully fandliar 

with tto facts hereinafter sat forth. 

That on October 19,1973, deponent as a attorney £o 
tto aforementioned da fend inns took tto deposition of f '»• 
plaintiff, Staabler. That tto following constitutef *>orr of 
tto questions posed to the said plaintiff, Staebler, . nc. tto 
answers given to eeid questions, 
p. 8,1 25 

"Q. >te. Staebler, on oar about Ally 16th, 

did you acquire two hundred and twenty- 
five shares of tto coasson etoek of the 
defendant, April Industries, Inc.? 

"A. July 16,1972. 

"Q. ’ 72 T 

"A. Yea. 

%. md you purchase it through * trofcor? 

"A. I'* a little uncertain how to respond to 

that question. Can I consult with <*y 
counsel a ssiuentT" 








. 5 1 


I made the purclvisr.. .let's put it tills 
way. The purchase was rv*Je in tint namr of 

a friend cf mine who lan cn-plalntit‘r in 
this suit , through i broker. 

1 ho \»an tMl. ru-pl* '.ntifC? 

Peter Myenct., 

Throojjh :h.it arrkf : did you raalt* ti«e pur. hr. so ? 
m.. j-, t:,n y. - .h . . I ent: * t rstn&tVver t>. 

fiuii6 of -i.’ ■ luiv .* rv.hjfti* 

F ’t, 'r u»ado . >c o.a -.nJae a l tr.*> liuridro j nd 


.> tW ~ . I.V’ 


: your nnme 

i.-j n Y.uB: , -*u. l IfU t. (• 

■ ■ ? l'iou', i ir jtv'.T’ .0 iu’iftg 


we hf d. 


■:.k » f •• : ’.Or:.vet lu-ur , ■ r.y 

.-f.ocU lrr-u*.’ *; tir r*:ic' 

Jr died? 

The rtrtlMri: rr. ••err they irmed r- you*" n.v^ie i 

I'm r.*t hit: *■♦,•**■ either one of ns ev.'i" . v/ 

. tliic wv . . .* 'i.j U"v- V \cr .v 
jr*«-**r tn that cucrM on. 


• is! /v. l 


7 * «* , I 


, ^ • a 

t » ~ 'jCu * 


* 0 wiij.n J^u j • > V «v • rJC ilw j 1 


;rk*rk<->+: 


l/hen tin a 'Jw feat tunc you hid ever leard 
f»_ Lia* «.oi ■»«•. * * n .h» # 

▲ '?Uii L XTC V '•••C?'.' w i'* -v L 

;.j t i*ive i- • lent* ixivore I thf 

yu-ehus* . 

Whne v> j t tli .4 v * •' / .i — 

aware oi tht ex‘.itcnce o. corpo. »tio>- 

Conversation. a s^uju: ..t y an..'. . 

Which security malyst d^J you ha 
conversation • lt!«? 

A tnnn naiw- v)^rt GraPti. 


i 


J 





la hi in bualnaaa for hi—alf, or la ha 87a 

connected with so— organ inn cion? 

• 


If 

He*s connected yith an organisation. 



VfSat or gent set Inn? 


"A. 

Are you talking about the present tl— or then? 



Then. 


"A. 

The Value ULrw T.evopt—rt &irvcy. 


"r. 

Can you fix the approximate tl— when you 
dircussed April Industries, Inc. with 
this gentlnrar*'? 


«U 

1 

li would have been within I'd Bay during tin 
r*.r> weak perio** 'wfere I bought t 1 ^ 
probably^i 


t> 12 l 2 



•v. 

Did you know Hr. Truber or any —er oi 

Value Line, tt 4 *}’* tn tha date on which ••ou 



had thla conversation? 


"A. 

Yes, I did. 1 know fk. Gruber. 


! 

1 

For how long had you known hie before that 
tine ? 


H • 

* * t 

About two me? c half yeera. 



Had ycu dlscusaed with hie the purchase of other 
securities, prior to that tl—? 


A. 

1 did* 


'M. 

Had he reoo—ended any securltlaa to you, 
prior to tint tine ? 


"A. 

Woll, he had. Perhaps 1 should clarify oiu 
relatlonahlp a little. I don't think It vxild 
be layroper. W* were both, — used *a, tie 
together, security analyats at the «? :nc conpany, 
the Value Lire, so we discussed, a; :v<re* r r 

course, —ny invest— nts for our cwu u.ccunct, 
for oChoi people's accounts, as a us.ter of 
business. >i 


p.19 L 22 


3. 


Were you still m^loped by Val— Lin. when Hr. 

Gruber discussed April l>.duacries, nu. .. you? 


"A. 

Yea, 1 —s. 


•*» 

rH A — fViiW also HIamtaa Anrll with !t. 'v'Ultt? 

• 




rud you discus* April Industrie* with Hr. 
bmtor* you dltetuMd It with Mr. 

Gruber f 
Ho. 

1 didn't h»«r you. 


No. 

Did you discuss April Industries with Hr. 

Hy§«tt after ymi spolc* with ft. Gruber? 

Yea, 1 did. 

How long after laving discus*sd April 
Irxkixtrlea with ►‘r. Grubar, was It thnt you 
tnada your purchaao? 

Well, I think l suggested beiote that It was 
about two t««ka. 

And before making the purehaae, did you 
yourself do any analysis of April Industries? 

Hr • Labatoni 1 am not sura what you swan by 
analysis. Independent analysis? 

HR. SILVERMAN* Yea, lndepsndent security 
analysis. 

I would answer thst, no, beceuee 1 relied entirely 
on the statement? oral and written that Robert 
Grub* read* to me In Making mf purehaae. 

What written statement* did Mr. Gruber make to 
you? 

Hs didn't Males any written stateasnts to m 
Individually. Hs mad* written atatmaents to 
the public at laryw through the Value Line 
Investment Survey and thou* X believe will 
probably be part of the record. 1 can describe 
them. If you Ilka. 

Can you call me whet date the publlt~t x>^ 


Hot without looking at the records fa. 


If you have thee, you eay look at tram. 

The original report the Value Lina pub*larad. 
is dated August 4,1972. 


August 4,1972, yes? 



"Q. What oral statements did Mr. Gruber otto 

to you concerning the company?" 

asess a aa 
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p. 22 L 2 

"A. 1 can't wrtir ward, hot tha substance of 

everything ho sold agreed snootly with what 
he wrote la hie reports end onouats to o 
series of ststensnts that he believed very 
strongly that April Industries nos s strong 
corporation, that it was noli financed, and 
it was noil managed, that its future was 
bright, and that Its stock was s good purchase 
at that tine, 

M <J# Was that the basis for your having usds 

the purchaseT 

"A, Tea:' 


p.22 L 22 

" Q* Was it on the basis oflthat he told you orally, 

that you bought the stock on July 16,1972? 

M A. Yes, it was. 

"Q* If you can, X would like you to tell as 

rpecifically, Instead of generally, ’.hose items 
about April Industries, lnc«, which you found in 
Mr. Gruber's statement to you, to bo pertinent to 
your purchasing the stock? 

"A. It would be difficult for as to explain in much 

more detail relying only on ay aaa or y than to repeat 
what X said before. 1 had great respect for Mr. 
Gkuber and 1 still do, and X think that respect 
was founded on ay knowledge of his past perforaanee 
in analysing corporations, so 1 was willing to accept 
his general stateaents about ttm situation without 
looking, X guess, terribly hard at whatever facts 
and figures he night have been willing to present 
to as. 

"Q* Do you rosaaber any of thr facts and figures be 

presented? 

Hr. Lsbatont Mars you finished with that answer? 

THE WITNESS* No, X wasn't finished. 

"*• ch * <**•««"» «»U1 



Robert Ghruber, on a number of occasions, 
explained to me using notes that he had taken on 
e trir- to Puerto Rico sponsored by April 
Industries, what 1 m believed to be the financial 
position of the corporation, what he believed 
to be the nature of its sales prospects based 
on projects then being completed in Puerto KLco, 
and \/hat he be lived to be the characteristics 
of Ite management based on meeting most of the 
rtetabers of its rotmageraent personally. I don * t 
remember at this moment anymore detailed facta 
vhich I’m sure I did have communicated to ms. 
such as what he believed to be tne firm** current 
position, what ho believed to bo iuc long term 
<fc‘bt structure, or any other material of that 
detailed nature." 

****->r*** 


did . Gruber tell you the financial 
position of the coitpany was, when ho snoke 
to you? 

In 3c tier il, he thought it m as very strong." 

■j .i « « ■ « « 

7CUKM f<¥ PW 


I want to get five facts as vou *.no*. th^n. 

Based on his examination of work pxejectt 
then nearing completion in Puerto Pico* Mr. 
Gruber fait tlvit sale*, proarv-rfs icx April 
Industries were excellent. " 


before purchasing April Industrie^ stock, did you 
riiscutsa April Industirea with any c tl' - security 
analyst ? 


'Jo. 

Was your purchase of April Industrie;; :;tock 
predicated solely or in part n the i formation 
gleaned by you from Mr. CruherV 

Yes. 

Do you hsvs any knowledge as to whether Mr. 
Mygatt consulted with any necurity analyst 
concerning April Industries, prior to hi:. 



purcbaa* md Aftli UrhtfriM stock7 
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" A . You noon other security Analyse* aside £oom 

ae T 

’V. Yes. 

1 have no kncvledy*. To (h* beet of ny knowledge, 
ho dloo uoo o d it only with at, but I een't state 
C:wt categorical ly a* a foot. 

iJow long aft'tt l*»- ing discussed It with you, 
were tho purchase<; wide? 

X.; f*co lire Lion ib not vary long, maybe a week, 
raaybo loss." 

WwWWW 

p. 37 L 2 

Staebler, do you know of any statements 
■ado by any of th* defondonta In this action 
orally, between Tune 1972 and neoember 1972- 

Mil. {/.BATON: T . den'*- understand th* question. 

Mk. SILVERMAN: I haven't finished the question. 

'V. On which you relied In purchasing the shares 

of stock, which you did? 

.**R. LA BA TON: On which ha rollod directly, 
statements made to him? 



MP.. SILVERMAN: Yes. 


"A. 

Statement* made to am? 


" f U 

Yes. 


"A. 

No. 1 never met personally any of 
defondants in this action. 

the 

"Q. 

Do you know of any such statements 
dafsndanta side orally to others on 
you have railed? 

that the 
which 

"A. 

Yes. Z described them. 



The ones you now re for to ere those which 
you say wera coada to sacurlty analysts? 


Including Hr. Robert Gruber. 


’•o. 

Including Hr. Robert Gruber? 


"A. 

Yes." 



p. 38 r i3 


7 




Specifically, chon, wliac ntiteasnts chat was 
made by any raeaber of aenagsaent at a Ichor 
che June nr October meeting of analysts, was 

lw that you relief or In buytnjr the stock! 

MX. IA BATON: Objection co Chat question. 

1 Instruct the witness not Co answer. 

Il&. SILVEBMAN: It: <• onrr dlroctly within 
tilt it sues raised by the pleadings. 

MR. Iv'BATON: .7o, lc does not. The witness 
ntu trutilled c!i^»t ’a reliid upon a lepr.rt. hy 
. Gruber \dilc! v »r 'jlver.* - 
, jILvi-lt'AM- i ui.rccC your «)tt»riii.jn *- 
■ h:. T. llAr 'N: 7-*«” i Linmh, -lit 1 

71. :;iLVT.R?r:.: V’i «orxy. 

‘ . V'.V.TPN; 7h. a t’lencas nus certified ti^t 
tw believes tnost- oL«tewrtts un;~u given tc 

. ‘. C 'urer l» . : i".;* ,on:: . m«f vn « 'an -rjc 
initvr—— a«* ii.Cfnit :*2 c^rjet *:i I corvi't SJ t sc 
wi: i .tr. JruLs.., be: I ^rlli n.ii. -xrml. you to 
at It him cLhxi ion., ft., iona rf law nor vu.lt 1 
jA iwii ;cu "re :• irfi ••'" , r r v» «.tenements ." 


T>.'K> ). 1> 


t. . j. Jfi T »*. to ';rwr> ♦'mm C’lv •rlcnoss 

w.iut atULBijui.i:;. Chau \>cif -wui., hr roll**. .toon. 
A;! is r.y tju' vi'n. 

.it., L •£>/■.0 • * • 4 4 • Li flu u ‘i J" io -<V* 

'.•t*'" K'i-l fit t V -Hed ur»,-.r ru' thoae nre 
r w v ia.:fimrncr ms.w by Kr. Wiver to .dm. This 
*;i r>e'-s ** i ol; rrc-tiircd to invent evidence lor 
the purpose ol aun.lnj, rte.'ar.<Uin». 1 u-.u -el. 

. W. dILVT.IT*l‘»N: ] :m not asktrp, him to invent 
r/idrnde. 7. urn asking olio in i.u iai i the 
r.llepintor* In the ntmilairit. 

MR. I/'i'TO 4 !: Vie* ill. you:iroe o*. lie uixnl.tiiit 
ore iiutTuine* 4 . 'They do not lv\« to •»» susualTed. 
b>* irhr vu.trv'jn n'niU, vbo im r x h 'uiv** per iona 
Vn. TVre e-r oinrv gmr^* that 

’'j'.h of v -ap su »■» if> i-> ► *» . * ,i > 'it *. 

1 'h pt»* r nas f oci find tir’fc he 

relied upon SL.ne"r-|i.* made by Mr. .T.vxr 
vhlrh hr belles » to hsve been i-*parC«d to 
Mr. Gruber by isauujnr.nuui. " 

Sr *rtrtr1Hr Is/ >• A 


p.4I T, 24 


Mr. Steepler, in uuying April wto.u. ym 

did, were you relying on any of the scaceaenta 
Mr . Ckruber related to you as havinr x:en 
relayed to hie by eanagriaent at r tn June 1971 
■eating of analysts in Puerto Mi.ru 

"A. Lot am aay ary nnswar to fchat-- 


Either you did or you didn't 




93a 


IAMTON: 1>c him anawr tho question. 

It I understand thr qui*tloP t it's no, but 
} 0t m •JbpUlmigDW I understand tha question. 

T *** Uln ln <**tall what I aron by no. 
1 railed on ttitMants node by Bobtre Qruber. 

I don't racal! that at *iny tltee hs ever tried 
u» do anything nor* than sunoarlts collectively 
all tha statements wads to him by all tNs 
wnbrra cf rvir.ap'wr c that l» ne t in Tuc. to 
Wee. 

UK. i/.frW'W: y I understand y*our unrvor, tc 

i<« not no, but yr;., in fact you relied upon 
na*iap*!i»nt as t.'r/ then conveyed thslr-- 


Right. There *»*n't ny -ptfclfi' s. :* , 
tt. iaymwnt chit T oni**d ha'''!’ rcli>'J or " 


p v -. 5 7.15 


r*ir; Ilr. timber lntih.il’f to you th*t ***** 
tmnbrr of asnar.cmsnr h*<i given him tn rlinate 

of earnings fr>c t)y \*r zz 107^7 

%ell. I v ;.ll • in vi-rsd all chare qne'.ci.a. . y 

aoving at thl* *~rr>nt, 1 don't recall any of 
the detailed ate. ; or. which I iclliu or ',-jr . 
(hruber , s advice, o m r *v»ak. In at'hi or- tha 
mu chart.', 

h*h- L t:i.d ^ou rely i,. - .* 

Kelied on my io.r.Uaga c£ hli choract, i. and 

Mb iud^aMRt a<- a socurlty analyst. 

That is th*- bay.innio;; snd the end of It” 

Mo. I railed on that insofflr--l**r so rni'irnso 
it oil, I niio*, AOuect Gruber. T kn*'- ,.ad 

»• raaorU, Z kiww ha was a am of rrund 

j i ttnav .lat htt had oonvor 7 *.r: onilly 
with tha cambers of April annsTnoient, n,l had 
been very ouch lopreased with what cwy told 
him about tha company. I rolled on nrr ’mlief 
th«it wtiut ha told <ao about tft*s company .iat 
substantially what thay told him abn i v 
company* which waa public koowl*dry? . t vac 

baoauio o t tha ■satiny* ot analvf > n Pusrto 
Moo. and, frankly, l don't think that anytiiing 
"■** or lass dstailed chan chat would hai* stock 
in ay head soon if he had discursed at, which 
** M^it wall haw, because I ms unn to asking 
quick Jnrll—nts £or ay own personal account, 
without gsing Into groat dotailsd analyses such 
aa X triad to for tha mstnaars of value Lint. 


ONLY COPY AVAILABLE 


la It fair than to seats that you bought tte 
•too k on tho basis of tha reeoMoandation of 
MNOmber, rather thao on ro lying on specific 
**■■■ 'M* jw loamod with tho oroaooctivo 
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coming*, post earnings, long term debt, and otter 

lrcw*** ’ 

iut. 1AS&T0N; I objacc lo cte question. 

Instruct the witnaes not to anuwi in its 

t v i Ennt term, because* it doec not accurately 
^tuawri:^e.'fche testimony to the extent it may 
a pzoprr quaction, it was Just ans-.*»red by 

¥ > newt* be £}^ 1 ir c sue”tion. 

’li. -isi >\,u tills. Did you rely strictly 
on c*e rccoaru-ndation isride by Mr. Grui>?r? 


[*' • ^^TON: Objection, the question has 

ucwJtlvJ u«iu invwursc. 


MR. 


i.\n .w >: ■ 

Lot 

H* 

• IT* , - 

wrr it .ty 

el .. 

k \ % 

k 

; '.’r 

*f-• s* 
/ * 

-» 

r , •< 

*• 1. a. 

1» no 4. • 


>4 

- • 

n* 

LVoZMix;.’: 

Off 

the 

re.ord. 


v. 

•WVI 



Vo\i 

are 

nof 

.Toir.g to 

let iruo 


y'-r- 

t!V" OWUtio'* 

•> 




'JF‘ > 

e it s * 

7. 

hvre:*: 

rhit i 

■r. ~ 

Lgk*: 

. it up: 

'••’ewered 


‘pre-sir on 

■ l JC. 

l '! 

00 'c 

see thr 

poinf: to 

pr 1 

1. 

L *--o i-'-P 

o'; i-cicuc 

I •_* 

cions. 



•- dying to a.i ::u.iin, '.'x. it...blur, 

4 r vVtVr i r rn-.robarf rq cite Apr:.l .Lock, you 
il £.* •*■ Ifjt«rw.} wiL:i fi:.»poc:t to '’Cti ouUt;« oi 

n. t profit, vlv ti'rf v irb-o coTjpan y had or di*i exit 
K'vV hj\v c . Cert’ . i M, iti past caj niuga a .vi 
~'-P f *turrt .’..mi .* , c* ‘.‘to v bud, or 

~~ ^o* reliance on Mr. Qinbnr‘* : -ji iua;ion 
•« ’.j t.nc cain,? wnfch cjuf»**»! you rn buv tl>i stock? 


M'. L'AJATO.'i: You may anm?or th.it. 

I’m nee going to do invunre than repljr 3«e wh.it 
i .uw aj.ready if hr. Kotievt Cir‘iber told 

im; in sukntancc t!ut he thought Apr 4 .! f industries 
v.fi a *Go<?. u'*»y, at chcr t l ? . -. von if ’ •? l«ad said 
ao ranro, and I r*on*t. racnr <- - he «j* < .j no more, 
- * v aul 2 a.- v ..\rrK («j .•mo**» r»H • tlii* c, tlsit he 
ii.u; isiu« a ii.nnm.icl .'-naTyffi-; of the 

*»Li(> i, u OTi no o.' : ♦ 'i il'H ll't-L public 

knowledge, that tV.t no.-lyric won If b<*.v* taken 
^."iwo recount tlic exist'.nco or noiffaJUdLsnct oi 
long tcr.a debt, tlx* ant ire ccrite .1 Mr.ictuta of 
Lius company «oi tluit ..*11. etc. what he reasonably 
believed to o- its Cuter'? pr^rnr>c;fcr b aalaa and 
m t eaxningn, huso*.! o>’. co r v/orr.r.i ion * 1 * th 
mani-.^remt, anc! any othe * that nra 

generally bca.iovw. to ix: rciutivs to security 
analyser . 1 


However, in unking my dec is ion to purchase April 
stock, I probably relied or. detilled facts and 
figures about Apr! i Industrie^ chit is*, supplied 
to nc alleging iiut ..hey )v«t been supplied to him 


0 . 




by management of Aerll Indus trios. However, at 95a 
this inoment, I can’t recollect any of the details 
of: the numbers that he supplied me except One 
Dollar Thirty Cents a share estimate of net 

caroj.ngs for 1972." 

Yxcn the foregoing it is readily ascertainable that 
this plaintiff in purchasing the stock of the corporate 
'’ofondan' - did not: rely on statements of: management but rather 
' i c..;e • xti.fcMc confidence in a single analyst, Robert Gruber, 
und nssr.not ic'*" dr;«;n that the sai d Robert Gruber obtained his 
■in n. i fvom management. In as much as Mr. Gruber himself 
i>' - »eti.:.r '■•liguer °,197° has taken full resnonsibility for 

i iv tisi rrm t r.- uej lorfn in his analysis and forecasts, any 
*.Miunptf on.*. ->n rhe oart of rhe plaintiff .St.iebler, with respect 
jo such e«;i.ipot<n and forecasts were v/holly undounded. 

Tiius, the plaintiffs 1 contention that the facts 
ullc rrd in tho complaint are applicable to all of the members 
of *die class can not bo sustained as it is unreasonable to 
• xp. e:. chat ethers who purchased stock in the defendant 
corporation d iring the periods set forth in the conrpli int 
ro'.Led on Mr. Gruber's expertise, his projections and estimates 
furthermore, in the unlikely circumstance that all such members 
ot the class did rely on Mr. Gruber's analysis, then, on Mr. 
Truber's own statement that the forecasts and projections were 
i °, .jO lie jillty cun lx; imputed to tha defendants. 

Since it is apparent also, that the plaintiff Mys*tt, 
pui bait'd his stock as a result of hi., conversations with the 
plaintiff, itacblcr, hr to ru ..t hf\< rolled or Mr. Gruber's 
tnalysib r iLlifct th 'n on . ny f t.'itcnvnr made by any member of 


numa^ijent 


11 . 






A deposition conducted by the deponent of tfee 


-oa! 

* ..Otip 


Parkinson disclosed that he purchased the company’s stock on 

j 

or about November 29,1572 and allegedly purchased the saw 
relying on a newspaper report of the company's quarterly 
darnings report on or about November 10,1972, showing the 
quarterly earnings fcr September 1972 and the Value Lins Reports 
of August 4,1972. He further testified "that he knew that most 
interim statements are not audited published in the newspaper", 
otter than the foregoing said plaifiniff received no other 
Information, prior to his purchase of Che company's stock 
concerning the allegations set forth in the complaint. 

It 1& clear again that this plaintiff in relying on 
information contained in the Value Line Publication was relying 
on the opinions, projections and estimates of Mr. Robert Gkuber 
rather than those of management. In so far as he allegedly 
re lie (! on newspaper publication of unaudited quarterly reporta, 
there la no proof that such unaudited reports contained willful, 
RnowledgpfcMc misstatements. 

Accordingly, plaintiffs' motion should be denied 
and che class action as such should be dismissed together with 
such other relief as is proper. 


Suorn to before me this 

day of November 1971 


WILBUR C. SILVERMAN 


•PVT--- 

i x. nurco 

' NOTARY PUBLIC. St.** oi New York 
j No. 4 »-4S02C93 

Qualified in Queens Cr.tT y -i r-' 

Committioa fcepiret March 30, 1 I..U 







UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
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SAMUEL PARKINSON, as custodian for 
|/NDREW PARKINSON, JONATHAN STAEBLER 
and PETER B. K If GATT, 


Plaintiffs, 


-against- 


e.PRIL INDUSTRIES, INC., ARTHUR FEDER, 
ALEX M. PARKER, MORRIS DEMEL, NATHAN 
;APTEKAR and STANLEY W. SILVER, 

Defendants, 


ss: 


STATE OF NEW YORK ) 

COUNTY OF QUEENS ) 

ARTHUR FEDER, MORRIS DEMEL, NATHAN APTEKAR and STANLEY 
W. SILVER, each being duly sworn.deposes and says: 

That each deponent if. a defendant herein and was an of¬ 
ficer of the defendant, APRIL INDUSTRIES, INC., at the times refer¬ 
red to in the complaint herein. 

This affidavit is made in opposition to plaintiffs' mo- 

- I 

tion for an order declaring this action to be maintained as a 

class action. 

I 

This action is based on allegations that the company 
land its officers issued false and misleading statements, in viola¬ 
tion of Section 10b and Rule 10b-5 thereunder, of the Securities 
ini Exchange Act, which resulted in artificially inflating the 
|yiice of the corporate stock. 

Tl<? alleged false and misleading stati rents are alleged 
under two categories. In one category it is alleged th« l certain 
i r audited quarterly reports of tlie company shoved ;:cfit:. ,. r u t 
* r d. per.de nt auditors audited the company's tcc’r _ they required 

[that items originally credited as profits be ijai An d to diffei- 

9 

•I n counts, which thereby required a restating of the fig¬ 
ures showing a loss. Immediately upon the defendant..' infort-.-j 




td of the restated fl(cures, they vere published end disseminated. 
The unaudited figures as set forth in the quarterly reports had 
been prepared by « Certified Tublic A ccountant, upon whom manage-i 
racnt, including deponents herein, relied in the publication of 
s*id unaudited reports. Said unaudited figures were not knowingly) 
inaccurate when published, but were published in good f*ith. 

Neither the company, nor any deponent obtained any financial, nec- 

< 

j uniary or any benefit from the publication of s°id un°udited 
reports, directly or indirectly. No purchase or sale was m°de 
during the period of time referred to in the complaint, by any 
deponent herein, directly or indirectly, nor did the company buy,; 
issue or sell any of its shares during said period. It follows 
that there was no purpose in artificially attempting to inflate 
the price of the stock. 

In the second category, it is alleged that false and 
misleading projections of earnings were given to Security *nal- 
ysts and Financial Reporters between 4 ugust and °ctoDer, 197?. 
Fach deponent categorically denies that he or any member of man¬ 
agement furnished false and misleading information to any Secur- 

i 

ity ''nalyst or Financial Reporter, as one cr more of deponents at¬ 
tended each of said meetings. r aeh deponent categorically denies 

t I 

that he or any member of management at any Security A nalyetr' 
meetings furnished false cr misleading information to any analyrn 
or financial reporter, nor did ary deponent or any member cf 
management make arfy forecast or projections of the company’s 
prospects. 

Fach deponent is informed and verily believes that the j 
plaintiff, ST A ’ r BI r R, testified in a deposition in this case that 
in purch°sing the company's stock, he relied solely on the oral 
opinion of one R^RT GRUBFR, an ^analyst ^for f A LU F 
& opinion, given to him prior to an article written by him in 
‘uguat, 1972. SMilarlv, that plaintiff, « A RK1N^N, in his deoo- 







testified 

sition./that he had re*d Mr. Gruber's article In the «fore«ention■ 
ed publication. 

''aid analyst, GRUBER. In a letter to denonent. A RTHUR 
FEIVR, on behalf of the company, dated A ugust 2, 1972, 6t«ted: 

"You may be especially interested in our 
forecast of your company's prospects for 
the period of the early Seventies. u e 
take full responsibility for these estimates, 
of course. They «re b*sed i^on our evalu- 
tion cf the current evidence and on cert¬ 
ain assumptions regarding the future that 
are fullv disclosed in the review." 

The ouestion is then presented *s to whether plaintiffs 
ha* < .vfcf~ir.ee’ their border M- r that ti c f- cts ire str.tic • re 
th* same as to all members of the class. If members rf the 
cl^ss relied cn Kr. Cruber 's > stiuiatcs arc’ assumptions, tl.tr. 
c h ariy } p~ n lr.ti fft do ret rale out react, r.able rrohrlilitv of 
tvectrr, as the r etimates * rd assumptions verc not those of the 
defendants. r, n the other h B nd, if the other members of the class ! 
relied on other factors, there is no proof that the facts «nd 
l°v the same »s those of the plaintiffs. 

It follows that the motion should be denied. 


' Wrffod ,-'onprients, a nd e a ch of them, respectfully 
nr a v that »n cr der be made and entered herein, denying plaintiffsj' 
motion dec p ring this action to be maintained a s a clsss a c tirr.; \ 
dismissing this action as a class a ction; together with such 
other a nd further relief as to the Court may s»em lust and nroc- 
er. 

AKTHUi: FTFF.I 

MORRIS''nEMF. L.• • • - • 

NATHAN APTEKAR . 

STANLEY W SIMT.r" 

Sworn to before me 

this ' l ' a y November, 1973. 
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THE VALUE LINE INVESTMENT SURVEY 

The VALUE LINE BUILDING 

*5 EAST AA T - STREET NEW YORK NEW YORK 1^017 
TELEPHONE MU V 3363 


P'JBL^MIO nr APNOLO BSMNMAno & CO 


' N C 


Mr Arthur • !er, | 

A r ’ In i.• I, r 

Condom : n ’ • n' • T'i\ 

Ifflt ) R<y,r, , 


Angus f, 


l)oa 


A" " •> '-:r >- V The Vo: ue Linn 

Inte-nat n ' y d :l r'bated simorvis 
J • "> w r- • r i nr I a now : n 

As chi of rxr- "it ve office". you 
oitunt;on r f - 'ore "frlot : on c vor'ng yo 1 
fM-.ror] w '.u mr - imentr. You may 
forecast >f y nr • -r, nny’s nrosoeets 
tier. .Vn- t'-ke fu rcr .ons i bi 1 ity fo 
hvr-. based •) n our evaluation of the 
nssurr-ti- ns -' riri’ac the future tha 

Fo'lc-w-ur r" >rts, which will b 
'/aln in The V- 1 ue r,ine Purvey, will 

T) rwke certain that news con re 
accurately and t- ovoid inconvenJenc 
ciata, wo won d a re : i ate your ret' i 
ufar nai ] ng lint, to receive a' fin 
’ roxy rt• ■tera-ntr, -irons re eases an 
h'-i-fu' to ns : n c om: ■ i i i ng factual i 


nvest.i.-if-nt Curvey is a weekly 
ry service. As port of the scr- 
M'tu 'ion each - onth. 

may w s,h to see our Ceec.ia! 
ir :om any. fli x c '<-s are en- 
i:e es a: ini 1 y interested in our 
for t ie ner od of the ear'y ./:ven- 
• these estimates, of course. They 
current evidence and on certain 
are fut'y disclosed in tiie review. 

■ published at quarterly inter¬ 
ne sent to you. 

•ning your c moany is reported 
ng yon with frequent requests for 
ling t ie following name on your reg¬ 
no iai reports annua 1 meeting notices 
i other material that would be 
iformat >on on your c moony: 


ArnoLd Bernhard & Co. 
desenreh Department 
'> Mast AAth fktreet 
new York, N.Y. 10017 


v We v \" b0 v ' r y grateful for yo ir cooperation in this matter 
- u vin we understand that this ar-angemont would be of mutua 1 
r ?1 > ? ST>, ‘ 0,al y in regard to financi .1 releases that wou’d ensure 
and time y re-orting on your cornnanv in The Valeo tin# Tn»„e„„„ + 


bene- 
r>r i er 

Curvey. 


Your comments or criticisms 
also be op reei.nL 1. We would be 
you may have to -Ter n factual 


on ur analysis of your company will 
oar , icularly grateful for any corrections 
st.fl .5stirnl data presented in this renorf,. 


Very truly your, 




Robert-r. Qrubeir- 

Ann 1yst 
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REPLY AFFIDAVIT AND EXHIBITS IN SUPPORT OF PLAINTIFFS' MOTION 
TO MAINTAIN ACTION AS A CLASS ACTION 

United States District Court 
Southern District of New York 


Samuel Parkinson, et al., 

Plaintiffs 


•against- 


April Industries, Inc., et al., 

Defendants 


73 Civ, 1837 
(WK) 


Reply Affidavit 


State of New York ) 

) ss.: 

County of New York) 

Edward Labaton, being duly sworn, deposes and says: 

1. I submit this reply affidavit in support of 
plaintiffs' motion to declare this action a class action. 

2. To supplement the extracts of the transcript of 
plaintiff Staebler set forth in Mr. Silverman's affidavit, 
the following questions and answers appear at pp. 42 and 43 
of the deposition of Mr. Staebler: 

Q Let me ask you this, then, Mr. 
Staebler. Did you rely on any alleged 
representation of management that April 
would have net profits of One Dollar and 
Thirty Cents a share after taxes in 1972? 

A. Yes. 

Q Did Mr. Gruber tell you somebody 

i 

in management had made such an estimate? 


A Yes. 







3. In addition, plaintiff Parkinson in his deposi- 
tion testified that he relied on the Value Line Report 

i,. 

(mov5ns affidavit Exhibit F) and the report of April's 

|i 

earnings which appeared in the Wall Street Journal or the 
• New York Times indicating that April's earnings for the three 
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months ended September 30, 1972 were $366,773, and its 
earnings for the nine months ended September 30, 1972 were 
$1,135,398, Mr, Staebler testified that prior to the 
commencement of the action he did not know Mr. Parkinson. 

4. Defendant Parker questions the validity of the 
figures supplied by NASDAQ. The National Association 
Securities Dealers established NASDAQ as a computerized 
system that collects and stores accurate information con¬ 
cerning quotations and trading volume in the over-the-counter 
market. Under the NASDAQ system, market makers are required 
to report the volumes of trade on the basis of which the vol¬ 
ume figures are computed. I propose to hand up to the court 
upon the argument of this motion several reports distributed 
by the National Association Securities Dealers relating to 
the NASDAQ system. Annexed hereto as Exhibit I is an article 
from one of the documents by a Mr. John H, Hodges, who was a 
supervisor of the NASDAQ system. Reference is made to the 
last question and answer in the article indicating how 
volume transactions are counted. Annexed hereto as Exhibit 
J is that section of the NASDAQ 1972 Condensed Report dealing 
with NASDAQ. 
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5, I respectfully submit that plaintiffs have met 
their burden of showing nunerousity by a showing of a trading 
volume in excess of 450,000 shares during the relevant period 
It is absurd for defendants to argue, particularly in view 

of the fact that there was widespread dissemination by 
investment analysts of reports on April, that there were not 
at least several hundred persons who bought the stock during 
the relevant period. 

6. Exhibit K hereto consists of portions of a 
report of April dated June 1972. It is apparent that April 
and the other defendants were the source of the information 
disseminated by securities analysts (Exhibits B to F). 

Wherefore, I respectfully request that plaintiffs' 


motion be granted. 


I 


Edward Labaton 


i‘! 

i 1 
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Sworn to before me this 
28th day of Dec. 1973. 
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“How NASDAQ Works” 

John H. Hodges, Jr. 
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A graduate of the University of Pennsylvania, Mr. Hodges began his career with the 
National Association of Securities Dealers, Inc. in 1955 as secretary of the National 
Quotations Committee in New York. In 1958 he was transferred to the executive offices 
in Washington, D. C. as special assistant to the executive director In 1967 he became 
director ot automated quotations and was appointed vice president of member services in 
19o9. Mr. Hodges was recently appointed Senior Vice President, heading the Member 
Services division of the Association. In addition to his previous responsibilities of 
supervising the NASDAQ system, he now exercises supervision over the Economics and 
Information Departments. 


Before progressing too far into our program, we felt that it would be helpful to representatives from NASDAQ com¬ 
panies if we were to take a few minutes to explain exactly what NASDAQ is currently doing and to indicate the changes that 
have occurred in the day-to-day operations'of the over-the-counter market. The significance of these changes will be more 
fully developed for you as our day unfolds. 

In developing NASDAQ, the basic functional tenet that pervaded all of our thinking was that the negotiated characteristics 
of the over-the-counter market must be preserved if our market was to continue to progress toward the potential destiny that 
we see for a market that is based upon free competition among market makers. 1 hope that you will be able to see how we 
have set out to establish this, create this, as our plans unfold here on the screen. 

The NASDAQ system operates on three levels. 

Level One is intended expressly for registered representatives who are working in board rooms throughout the country. 

Level Two is intended expressly for retail traders, traders who are effecting orders over the counter but who are not 
making markets. 

Level Three is intended expressly for the market makers. Within an organization of any size you are likely to find all 
three levels of service operating at various points within the organization. 

Level One places at the fingertips of registered representatives a real time or current quotation on just about all of the 
secunties in the system. This information is disseminated through the same devices that have been in use throughout the 
industry for a number of years now but primarily in the past for last sale information on secunties listed on stock exchange. 

I mean specifically the Quotron Terminals of Scantlin Electronics, the Telequote terminals offered by the Bunker-Ramo 
Corporation and the Stockmaster and Videomaster teiminals also being offered by the Ultromc Systems Corporation. 

There are, incidentally, some 30,000 of these devices throughout the world with NASDAQ on a rate percentage also 
coupled with the arrangement between Ultromcs and Reuters. The quotations are transmitted throughout the world so that 
you can begin to see at this point the dynamic effect that the startup of the NASDAQ system has had on improving the 
visibility ot the over-the-counter market throughout the world. 

Now, more precisely, the representative bid and ask which appears on these Level One devices represents the median bid 
and reflects the median spread from all of the markets that are made in the security by market makers. This is not the statistical 
average. 

The computer is constantly taking all of the entries into the system, picking up the midpoint and then reflecting the 
median spread. This technique prevents the aberration, the possible erroneous quotation or the late quotation Imm *v»r balng 
the one which is selected from the total mass of market makers, and then having an erroneous quoiat 4n leleaxd to lluue de¬ 
vices throughout the world. 

Furthermore, we will carry an issue on the Level One system only so long as there are a minimum of two market makers 
in a competitive situation. The Level One quotation is never in the sole control of a single market maker 

Prior to NASDAQ it could have been quite a problem to obtain a basic piece of information such as a current quotation 
T wert dealmt with branch olfkes of firms asking for th.t bast*. «4 i».fo<iweU«,w MM/ Mr<4 thi* 

np.-i-ri -~pmenu:rre would have >o put the request on the wire to New Vodr a clerk wrrr/td p?ck if up, call a rtwrkef 
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iruker, obtain the quotation and then transmit that information back to the registered representative, who, in all probability. ^ 
would have had to pick up the phone and call the customer back and give lum the current quotation. 

Gone are the days when this type ol unnecessary activity had to be used to obtain a current quotation. 

Level Two, as I said, is intended for retail traders, traders effecting orders over the counler. 

To do this prior to the days of NASDAQ, a retail trader would refer to what used to be the bible of the over-the-counter 
market - the Fink Sheets - which contained a listing of the names of the market makers with the quotations that were sub¬ 
mitted the previous morning, in the event you were in Denver, it may well have been that you received today’s sheets next 
Tuesday. The trader would then seek to find the best market and to effect the best possible execution for the account of his 
Him. L ider NASD rules, that trader would have tried to communicate with at lea^t three market makers in the issue to locate 
tiie best market. But there was no way that he could have any assurance in an active security, where there may be in excess of 
thirty market makers, that he had in fact located the best market for the issue. 


ith NASDAQ Level Two we find that we are now placing ai the fingertips of traders the current quotations of all of the 
market makers that are in the security. 

Uvel Two identifies the five best market makers, ranked according to the bid or the ask in accordance with the instruc¬ 
tions of the trader. A trader, who is a ..’Her and is concerned with the bid side of the market, interrogates with the hid key on 
the keyboard of the terminal, and the market makers are then ranked from top to bottom according to the best bid. 

If that same trader was a buyer and concernt d with the ask side of the market, he would have tapped the ask key. The 
same market makers, of course, would appear but :hey would then be ranked from top to bottom according to the best offer. 

In the event that there are more than five market makers in the security, he would tap the “more” key on his terminal, 
and he would get additional market makers. He has at his fingertips the current quotations of all of the market makers in the 
security. 

I he lact that a trader has more inioimation than he ever had available to him before does not mean that we intend to 
replace the judgment and the expertise that is so vital to having the best execution effected over-'he-counter. 

In the event that this trader lias an order in sue and in hisjudgment the best way to etfect the trade is to communicate 
with the firm ranked third, who will deal in size at a price very close to the current quotation, he is expected to utilize that 
judgment and so proceed. 

-» 

The days when we had no idea if the trader was in a position to locate the best market and to effect a transaction for the 
account of his firm are over. 

Level Three is intended expressly for the market makers. The terminal looks the same as a Level Two; it provides all of 
the inioimation for Level Two that I have described. The only difference is that there are additional keys activated on the key¬ 
board to allow the entry ofquotations into the system. 

In the blue bank of keys on the Level Three keyboard is an “up" arrow key and a “down” arrow key. These are short¬ 
cut keys so that a trader quoting an issue 15 to a half, who would like to go to 15 and an eighth to five-eighths, need only tap 
the “up” arrow and automatically both sides of his quotation will be incremented up by an eighth of a point. It is feasible 
for a trader to work diligently and keep his quotations current within the system. 

There are several other aspects, that I would just repeat for you, that make us feel we have had a very salutary effect and 
will continue to do so in the future of the over-the-counter market. 

First of all, by virtue ol NASDAQ, we are in a position for the first time to have meaningful indices. These indices are 
updated every five minutes. They are available on all three levels of service. The time is past when there was no way of know¬ 
ing whether the over-the-counter market was moving in consonance with the markets on the exchanges or in a contrary 
direction. 

With respect to the news media, pnor to NASDAQ the quotations that were released from New York for publication, 
not only in New York but elsewhere, were compiled by a group of little old men who ran around Wall Street and picked up 
lists of quotations from market makers that participated in furnishing quotations for publication. These little old men came 
back to a group of teenagers that took all of this information, arranged it in alphabetical order and - our one automated 
process - ran the list through the Xerox machine. They handed the reproduced copy to a runner, who was ready to dash 
for the subway to nin the lists up to the wire services. 

Today we have direct lines connecting the central computers of the NASDAQ system with the computerized facilities 
of United Press International and Associated Press and every hour on the hour we are releasing current quotati is for all of 
the securities that are in the system. These quotations are received by the wire services and edited for the various lists before 
transmission. 

As has been Indicated, we have for the first time linked all of the market makers in an issue with a central computer, 
enabling us for the first time to release volume data for publication in newspapers. Prior to NASDAQ we had no idea of the 
day to day volume of the over the-counter market. If we ever cared to find out, it involved hiring another consultant who. for 
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a modest sum ol something like $300,000, would let us know what the volume was on a couple of days eight months ago. 
loday those problems ate behind us. 

NASDAQ, born on February 8, 1971, is still in its infancy. We have grown a bit, as Gordon Macklin indicated. We 
started with 2,300 securities in February of ’71, we are now at 3,400. The tall rate through the system started at 350,000 
calls a day; it's now running consistently at a million and a quarter as greater and greater reliance is being placed upon the 
system by the industry. 

To grow out of our infancy, we’ve got to let investors know of these changes that have occurred in the over-the-counter 


Questions and Answers John H. Hodges 

QUIS1 ION; Does the NASD have a timetable for accomplishing the “locked-in” trade? 

ANSWER: Our immediate goal is to marry the Clearing Corporation, which was referred to by Gordon Macklin, with the 

NASDAQ system, with the result that our membership throughout the country will be able to enter the reports of their 
trade tiuough the terminal. Reports of trades would then be routed into our clearing facility. This is an extremely big 
undertaking. Our immediate attention is going to be directed there. The possibilities of a locked-in trade are certainly 
going to be explored, but automated trade reporting has first priority. 

QUESTION: What are the plans for giving ranges for the high and low quotes of the year for each issue listed on NASDAQ? 

ANSWER: We release at year end the high and low bid. it’s available to all publications. We also release each week (I think 
you’ll find it in the New York Times and some of the major newspapers) a recap for the week with a high and low 
bid for the week. As we can find publications that are interested in carrying NASDAQ statistics, we’re prepared with 
the information. We provide all of this data every hour on the hour to the wire services. All we need is cooperative 
publishers. 

QUESTION: Is there a possibility that a market maker will be able to show his size as well as his quote, either mandatory or 
at his option? 

ANSWER: This is a question that I thank will be a challenge to our trading panel this afternoon. Certainly no technical reason 
rules it out. Maybe in time there will be an evolution. NASDAQ has had a tremendous impact on the way trading has 
been conducted in past years. Before NASDAQ, a trader held quotation information as close to his vest as possible If 
a customer came in, he put his best foot forward. If a competitor came in, he didn’t necessarily give the same quotation. 
All of these nuances of successful trading were pushed aside with the NASDAQ system. Suddenly the trader was being 
viewed by his competitors in a way which was never possible before. The adjustments these men had to make were very 
difficult, particularly for those who had been trading for many, many years. Now that we’ve been in operation for 
fourteen months, I think most all of them will agree that the smooth functioning of the system has improved OTC 
market operations. As this evolution continues, there will be other possibilities we can examine that will provide all 
investors and institutions with more current pieces of information about an issue. 

QUESTION: What qualifies a company’s stock for inclusion in NASDAQ? How can other OTC companies get on NASDAQ? 

ANSWER: The basic requirement for an issue to be qualified for NASDAQ is that it be registered under Section 12(g) of the 
1934 Act. This involves having a million dollars in assets, 500 shareholders, and filing reports with the Securities and 
Exchange Commission. This is the essence of the criteria which the NASD developed in close coordination with the 
Securities and Exchange Commission. We have, in addition, a minimum price requirement and we also require a mini¬ 
mum of two market makers to ensure a competitive situation when the issue is added to the system. 

If an issue on NASDAQ had only two market makers, and one market maker were to terminate trading, we would 
continue the remaining market maker, hut confine his quote to Levels II and III In other words, place the quotations 
of the single market maker in the hands of the professionals. We would drop it from Level I service — take it out of the 
newspapers - because a competitive situation did not exist. 

QUESTION: Would volume reports on NASDAQ trading be comparable to exchange volume as an indication of investor 
interest in a stock, or would there likely be a much higher content of inter-dealer trades in NASDAQ volume? 

ANSWER: There would be a greater amount of inter-dealer trades, but that does not mean that our volume is necessarily 
inflated. The system right now is constructed so that only registered market makers are entering their volume into 
the system. This whole area is one that we have under continuing study. A special committee is about to bt appointed 
lo consider the feasibility of having non-rnarket makers enter volume into the system. There can, on given days, be quite 
,i hit of volume which is handled by a non-market maker and is not reflected in the papers. The problems, of course, of 
bringing .ill the volume in a security together and having it reflected in the newspapers, are not confined to the OTC 
market. 1 here has been trading activity in General Motors which, certainly, at the time, was not reflected in the news¬ 
papers. As work continues to develop a composite quotations system - a composite tape - such as is proposed by the 
SEC, I think the quality of the data will continue to improve. 


'Vhen will there by a weekly list of new stocks, dropped stocks, and name changes? 

ANSWER: 1 he NASD is developing a publication which would contain that information plus a great deal more. We recognize 1 ° 7a 

I icre is a great need tor a publication which would have the closing quotes and the volume on all of the securities that 
are in the system. It’s just not realistic to expect that any single newspaper, publishing this information as news is ever 
going to be carrying all ot the securities in the system. There is a need, and there is a plan he.ng developed right now 
whereby all that data would be available. 

QUESTION On the volume figures now given, what transactions (purchase, sales,.etc.) constitute the volume'’ 

ANSWER: We count in the volume principal transactions by market makers. Market makers enter purchases and sales 

separately. In the event a maiket maker would have what we call an agency cross he is in the middle and there is an 
account, not a market maker on either side - that is also entered into the system If a market maker bought 100 shares 
and sold 100 shares, we would count 100 shares for that market maker. We do not add the purchases and sales together 
to come up with what, in all probability, would be an inflated number. In the event a market maker sold 100 shares to 
ariotner market maker, then it would appear as 200 shares in the paper. In some respects, it is comparable to the situa¬ 
tion on the exchanges where a specialist participates and buys into lus own account. I- if teen seconds later he sells 100 
shares. That would go across the tape twice and would be counted twice. 






interest is the key to the Association's regulatory Trading Activity on 

programs, so is it the key to its service efforts. nasdaq and Exchanges 
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A major service is NASDAQ, the NASD's auto 
mates' quotations system for over-the-counter 
securities. NASDAQ began operation on February 
8, 1971, transforming a loosely connected OTC 
market into a sophisticated communications 
network. Comprehensive indices and trading 
volume figures, reflecting OTC market activity, 
are available through NASDAQ. 

With the second anniversary of NASDAQ, it can 
be fairly stated that the system has been a 
success in reaching its original obiectives—giving 
the OTC market an automated quotations system 
NASDAQ now provides immediate access to 
current representative bid and asked quotations 
in OTC issues throughout the world. In addition 
to the 25,000 Level I terminals providing 
representative quotes to U S. users, 1,027 
terminals provide the same infomation to users in 
other countries. 

Reliance on the system continues to exceed 
pre NASDAQ expectations. A new high for daily 
calls (requests for quotes, indices, volume, etc.) 
was set in May—1 */> million. During peak periods, 
such as market opening, the system may handle 
100 calls per second. There are 1,685 Level II 
and III terminals hooked into the system. Level 
Ill’s are used by market makers to put their 
quotations into the system. Level ll’s display all 
market maker quotations for any NASDAQ issue 

Adding an average of ten issues a week du> ng 
most of 1972 has brought the total number of 
NASDAQ securities to 3,500 These issues are 
represented by nearly 23,000 market making 
positions, an average of six to seven market- 
makers per security 

Fxchange listed securities with two or more 
NASDAQ market makers are eligible for inclusion 
in NASDAQ The NASD Board's final decision to 
add qualified listed issues was made after 
revie/v.ng a study of 10 month’s experimental 
iv. esn of listed securities 

is a rela'ed area, t'c Board also ‘o p»rrmf 
qua f ed exchange specialists who are NASD 
members to put their quotes on NASDAQ. 
Beginning in May. quotations of two specialists 
on the Philadelphia-Baltimore Washington Stock 
F/change began appearing on NASDAQ terminal 
screens. In August, the bid and asked quotes of 



Shares Traded 


NYSE 4,138.187,706 

NASDAQ 2,209,548,500 

AMEX 1,117,971,382 


In 1972 trading volume on NASDAQ was greater than 
the combined volume of all other exchanges, with the 
exception of the New York Stock Exchange NASDAQ 
volume totaled over half the volume of NYSE. 


two National Stock Exchange specialists were 
added to NASDAQ. 

The NASDAQ receiving network was expanded 
in April when non members were permitted to 
subscribe to Level II service. This action gave 
them direct access to all bid and asked quotations 
in NASDAQ issues. Chief potential beneficiaries 
were institutions, such as banks, insurance 
companies, mutual funds and pension plans 

Nationwide access to current, accurate 
quotations encourages a competitive marketplace, 
and the Association believes competition is the 
best regulatory tool available. However, some 
rules have been necessary to insure the integrity 
of NASDAQ In the first year of operation a rule 
was instituted requiring market makers to trade at 
least a normal unit of trading (usually JQQ shdies) 

a I fair ruffe* • f ./• ■, .■Sul..,, .■ ., f( . r , ( , 

of ar uth»r rnemh*' rnakcfv; v; also 

required to report each day’s purchases and sales 
in all issues in which they make a market Some 
fines have been imposed for violations of these 
rules. 

To aid the Association in judging complaints 
against NASDAQ marks* makers for backing away 
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These advertisements were 
piaced in nationally div . 
tnbuted publications. They 
briefly explained NASDAQ 
and encouraged the reader to 
order a booklet describing 
NASDAQ and the OTC market. 


acScwUorkennes 


T jdmg in securities carried on 
NASDAQ averaged more than 8.5 
million shares per day in 1972. 

A record 14.3 million shares was 
reached on December 29. The 
NASDAQ industrial index ex¬ 
perienced a 13.6% rife in 1972. 


from their quotations, a NASDAQ time and date 
were made available on the terminals. All 
members are expected to interrogate the system 
each mornmg for the NASDAQ time and to set 
clocks used for time-stamping ot tickets. 

Stronger rules covering market-makers' 
temporarily withdrawing their quotations from the 
system were instituted in late November. The 
Association observed a few market-makers with¬ 
drawing quotations whenever a sudden movement 
in a security's price occurred. The new rules 
require NASDAQ market makers to obtain an 
"Excused" status from the Association when 
withdrawing a quote. Failure to do so may result in 
disciplinary action against the offending market- 
maker. 

Investors, corporate issuers, researchers and 
analysts all benefited when NASDAQ produced, 
for the first time, a variety of stock price indices, 
broken down by industry groups, and information 
on the volume of NASDAQ trading activity. 
Investors now are able to fully study the market 
performance of OTC stocks 


Now that the relevant information is available 
to the public, the Association is working to obtain 
more flexible margin privileges for NASDAQ 
stocks. Although exchange listed stocks are 
automatically eligible for margin, only specified 
OTC issues are eligible under the margin rules of 
the Federal Reserve board And the margin 
standards for OTC issues are higher, in many 
instances, than the listing requirements of the 
exchanges. Seeking to correct this unfair situation, 
the NASD has computerized a six month data base 
of relevant facts on NASDAQ companies and will 
relay information weekly to the Federal Reserve 
Board staff. Eventually, the NASD seeks equal 
treatment of NASDAQ stocks with listed stocks 
under the margin rules. 

In 1972 the Association became particularly 
aware of the interest of foreign investors in 
NASDAQ issues—an interest that is partially 
hampered by the laws of many countries which 
restrict their citizens' purchases of American 
securities to those listed on stock exchanges. 
Recognizing that these laws resulted from 
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THE FOLLOWING PRESENTATION IS OFFERED 
BY APRIL INDUSTRIES, INC. ON ITS OWN 
BEHALF. 

OUR PURPOSE IS TO DEEPEN OUR RELATION¬ 
SHIP WITH THE PUERTO RICAN BUSINESS 
COMMUNITY. WE ARE ALREADY AN INTEGRAL 
PART OF IT AND WE ARE RAPIDLY EXPANDING 
OUR POSITION OF IMPORTANCE WITHIN IT. 

TO UNDERSTAND OUR COMPANY AND TO 
SHARE OUR CONFIDENCE IN APRIL’S GROWTH 
YOU NEED TO KNOW MORE ABOUT US THAN 
HAS RECENTLY APPEARED IN THE PUERTO 
RICAN PRESS WHICH HAS BEEN GIVING US 


WATCHFUL ATTENTION. 








The name of April, the fourth month of the 
year, comes from APRJ LIS, the latin word for 
“to open.” It is the time of year when nature 
opens, after the frosts of winter. When buds 
pop and sleeping animals awake and birds fly 
north to raise their families. April is the time 
when our hearts feel the nudge of love, when 
young men’s fancies tern. People born in 
April are Aries, gentle, romantic and fun 
loving. People conceived in April are 
Sagittarians, Capricorns and sometimes 
Aquarii; the dreamers, creative geniuses and 
leaders. April is when some sow and others 
reap. It is the month of good spirits, “April's 
fools are wise men too,” and the month of 
Holy Week of loving memories. 

April is our name. We don’t know why they 
chose it back in Utah when we started. 
Perhaps to remember the new daisies and 
sweet peas in surrounding fields, but we like 
it. And now we’re amongst you, “opening 
up” new homes for people each day and ever 
mindful of our good name. We’re builders. 
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HISTORY 


The company's predecessor, April Industries, Inc., was 
organized in Utah ii. October, 1916 under the name Alta 
Helena Mining and Milling Company, and had engaged, 
since its organization and until 1961, in mining operations 
in Alta, Utah. In 1961 it curtailed such operations and 
commenced the sale of its properties as lots for single 
family homes. Such land sales activities were terminated 
in 1968. In 1969 it changed its name to April Industries, 

Inc. ("April-Utah"). 

In November 1970, Ap Utah acquired a 37.5% interest in 
M.D. Construction Company, Inc., a subsidiary of Futura 
Development of Puerto Rico, Inc. 

In April 1971, April Industries, Inc., a Delaware corporation, 
was organized by April-Utah as a wholly-owned subsidiary, 
and thereafter Aprll-Utah was merged into the Delaware cor¬ 
poration, the resulting entity being April Industries, Inc., a 
Delaware corporation. 

In June 1971, April-Utah acquired Futura and its subsidiaries, 
a group of corporations organized at various times between 
1966 and 1969 which were at the time of such acquisition pri¬ 
marily engaged in the construction and sale of single family 
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houses in Puerto Rico. 



Pdf her Modular 
Industries. Inc 

2 7 homes tor 
private buyers - 
Average selling price 
S6/.000 00 

Total j 

SI.809.000 00 


Futura Development 
ol Puerto Rico. Inc 

18 homes (or private 
buyers -Average 
selling price 
$24.000 00 

Total 

$432 000 00 


iardmes Condado 
Moderno. Inc 

General Contract- 
304 Single Family 
Units Contract 

Total $3.62107900 
Balance 
$3,099,665 00 


April 

Industries, 
Inc. (Puerto Rico) 


SUBSIDARIES 


XM 0 Construction 

I Company 

J275 homes .or CRUV 
•CRUV - Average 
•selling price 
•517.500 00 

X T otal 

154 812.500 00 


Anas Realty Corp 

210 Garden Apart 
ments lor CRUV- 
Average selling 
price $23 000 00 
Total 

$3,255 000 00 



nriin in mi mmii lime 


3immmiiimimatm£/immm 

• Southeast Develop X 

• ment Corporation 1 

Z 525 Single Family X 

2 Units (or private • 

5 buyers-Average X 

Z selling price X 

: $23.000 00 Total X 

: Si2.328 23SOO : 


SUBSIDIARIES 

mini 11131 in mini mi.. 

; April Park Condo • 
X mimum Corporation ; 
; A 26 story high rise - 
• with 384apartments, X 
I commercial ana and X 
X related amenities * 
X Total I 

X <11 328.235 00 X 

SmmmmmmmiiiiX 


GROSS SALES IN PROGRESS 
Parker Modular Industries. Inc 
Futura Development of Puerto Rico, Inc. 
Jardmcs Condado Modemo. Inc 
M 0 Construction Company 
Anas Realty Corporation 
Southeast Development Corporation 
April Park Condominium Corporation 

Total 


S 1809.000 
S 432.000 
S 3 099 665 
S 4.812.500 
$ 3.255.000 
S12.075.000 
$11,328, 235 

S36 8 ii.400- 


Work in progress. 


Bella Vista Gardens 
850 homes for 
private buyers 
Ave rage selling price 
$25,000 00 - Total 
*21.250 000 00 
. Contract is lor 

management, con 
struction. sales for 
60k ol the Net Profits 



Does not include Bella Vista Sales 
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WHAT HAVE WE ACCOMPLISHED? 
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Our team of management and construction specialists 
have forged a powerful and unique construction com¬ 
pany. We have achieved a maximum degree of opera¬ 
ting self sufficiency in the field. This was our goal 
from the beginning. Today, April does all Its earth 
work and building with its own equipment and its own 
personnel. No sub-contractors. Thus, we are able to 
set and meet construction schedules which would not 
be attempted by less independent field organizations. 

April's equipment inventory meets all its present needs 
and is constantly enlarging and specializing to handle 
new situations. It is all maintained and serviced by 
April trained crews in our own shops. 

April's supervisory staff is the result of much effort, 
dating back' to the very beginning of the company. 

Most of these specialists have been with the company 
from the start. Their interest in April and their smooth 
coordination of functions provide a basis for accurate 
estimating and Job planning. 

Our control of equipment and personnel is the key to 
April's profit making. Our management and administrative 
team has been vigorously turning this key and will continue 


to do so. 
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us cour US COURT OF APPEALS: SECOND CIRCUIT 

PARKINSON, 

Plaintiff s-Appellees. 
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APRIL INDUSTRIES, INC. , 
Defendants-Appellants. 


Affidavit of Personal Sftmre 


STATE OF NEW YORK, COUNTY OF NEW YORK »$,. 

I. Victor OrtegA, bexny duly iu«m, 

dopooea and rayt that deponent is not « party to the action, io »»ir IS yeare of aye and ?taider at 

1027 Avenue St. John, Bronx, New York 
That on the /<T^ day of ITfA at 255 E. 42nd Street, NY\C 

deponent rented tho annoaed /\PP^])l ^ upon 


Shatzkin, & Cooper 

*" *Aia action by delivehny a true copy thereof to road individual 
perronally. Deponent knew the perron ro rented to be the perron mentioned md deaeribed in raid 
papere at the Attorney(s) A* rain, 

Sworn to before me, thie /c," 

day of fjeo&tw T} •X/'l _^ p 74 


VICTOR ORTEGA 





UjidttO 0aJu*0 

Print Mat haaaaMi alpataq 


" ROBERT T. BRIN 

NOTARY PUBLIC, ST'i'f. OF II EW YORK 
AO. 31 - 0419330 

QUALIFIED IN NtW YORK COUNTY 
COMMISSION EXPIRES MARCH 30, 1978 













